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WORLD NEWS 

German unease 
at idea of cash 
reward for tax 
dodge informers 

German finance officials 
iravoked unease when they 
;uggested offering cash rewards 
o people who inform on big-time 
ax evaders. Taxpayers fear boun- 
ies would revive the denunda- 
ion culture exploited by the 
Gestapo and Stasi secret police. 
The leader of the tax officials' 
rade union, estimates tax eva- 
ion denies the state DMl50bn a 
ear in revenues. Page 12 

iK boot mam was Lawful 

iri tain’s unilateral ban on 
mports of meat which do not 
natch UK hygiene standards was 
declared legal by Brussels. The 
>an requires all beef sold in 
iijtam to be deboned first - an 
mti-BSE measure member states 
igreed to apply in every EU 
country but then reneged on. 
5U-US meat dispute, Page 4 


iU auroox on labelling 

rhe European food industry has 
iecided voluntarily to label foods 
■•on taining geneti call y modified 
■oyabeans or maize, after mem- 
>er states failed to agree common 
iU labelling rules. Page 2 

irusseis acts ow pollution 

‘The European Commission is to 
ake legal action against Bel- 
r i um the Netherlands, Italy, 

Spain and Portugal for infringing 
European Union laws against 
vater pollution. 

5x-pre»idMit aurnmo n— d 

Apartheid-era president P.W. 
Botha was summonsed to appear 
in court later this month on 
:harges of defying South Africa’s 
ruth commission. Page 6 

tomb case jury undecided 

\ US federal judge will decide 
he sentence on convicted Okla- 
ioma City bombing conspirator 
Perry Nichols after the jury 
idled to reach a decision. Under 
US law, a death sentence can be 
imposed only by a jury. Page 4 

Minister to meet prisoners 

Northern Ireland secretary Mo 
Mowlam will talk to hardline loy- 
alist prisoners tomorrow in a bid 
to keep the peace process on 
track. Page 8 

Clinton's $23tm package 

^resident BUI Clinton proposed a 
SSl.Tbn package of grants and tax 
oreaks to extend child care facili- 
ties to working families as part or 
improved support for the low- 
paid. Page 4 

Mexican minister named 

Mexican President Ernesto 
Zedillo named ruling party Sena- 
tor Rosario Green foreign minis- 
*er, making her the first woman 
o hold the post in Mexico. Page 3 

Joan probe Masts off 

\ low-cost robot explorer blasted 
>ff from Florida on a year-long 
nission to probe the moon for 
minerals and water ice. Lunar 
prospector was Nasa's first 
moonshot since 1972. 

Blast at US dynam i te plant 

An explosion at the Sierra Chem- 
ical dynamite plant near Reno, 
Nevada, killed at least three 
people and injured six. Two or 
three others were missing. 

Swiss ban China Imports 

Switzerland effectively Imposed a 
ban on imports of poultry feath- 
ers from China because of con- 
cern that they could transmit 
Hong Kong "bird flu". 

Bangladesh gripped by cold 

Unusually cold weather bas 
killed at least 138 people in Ban- 
gladesh in the past two weeks, 
mostly in northern areas. 

Pick your own underwear 

German conscripts ore to be 
riven DM50 <$25) to choose their 
awn underwear. Service chiefs 
noticed that the staid, white reg- 
jlation issue was seldom used. 
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Courtaulds and 
Lenzing end 
dispute over 
Lyocell fibre 

Courtaulds, the UK chemicals 
group, and Lenzing, the Austrian 
fibres company, ended a dispute 
over the rights to Lyocell, the 
first new man-made fibre in over 
30 years. After four years of court 
battles in the US, UK and Ger- 
many, the two have now agreed 
to share all relevant intellectual 
property. Page 13; Tense calm, 
Page 18 

Pro m od b a of France is to buy 
27.5 per cent of the supermarket 
interests of Belgium's GIB for 
BFrllbn ($293m), signalling fur- 
ther consolidation in the Euro- 
pean retail sector. Page 13 

The European Central Bank’s 

future president should consider 
accepting a shortened four-year 
term to break Franco-Dutch dead- 
lock over the job, Yves-Thibault 
de Silguy, EU monetary affair s 
commissioner, said. Page 2 

DuPont, the world's biggest 
chemicals concern, most cut its 
bureaucracy and slash Its devel- 
opment time to keep pace with 
the leading multinationals, its 
chief executive designate said 
yesterday. Page 12 

Centrica, UK’s biggest natural 
gas supplier, signalled the end of 
its long-running dispute with 
North Sea producers over 
long-term gas contracts. Page 13 

Repsol, the Spanish oQ group, 
confirmed it may sell its service 
station network in the UK 
because of the petrol-pump price 
war and a switch in its interna- 
tional priorities. Page 16 

Foreign investment in Ireland 
created a record total of 15,170 
jobs last year, the country’s 
Industrial Development Agency 
announced. Page 2 

Lazard merchant banks are to 
expand their Scandinavian pres- 
ence with the acquisition of 
Brummer & Partners, one of Swe- 
den's leading corporate finance 
advisory houses. Page 16 

M organ Stanley Dean Witter 

and Lehman Brothers, two of the 
biggest US investment banks, 
announced earnings showing 
Asia's currency crisis had barely 
dented their trading operations. 
Page 17; Lex. Page 12 

South Korea's severe credit 
crunch has pushed 500 busi- 
nesses into bankruptcy in the 
past week, the central bank said. 
It estimated the number of bank- 
ruptcies could reach 3,000 this 
month. Page 12 and Lex 

Tho E ur o p e a n Commission 

opened a formal anti-trust 
inquiry into Air France's partner- 
ship agreements with Delta Air- 
lines and Continental Airlines of 
the US. Page 4 

Toyota, Japan's largest vehicle 
maker, aims to increase world- 
wide sales by 5 per cent this year, 
in spite of sluggish demand in its 
domestic market and elsewhere 
in Asia. Page 14 

MTML, the Indian tele- 
communications company which 
last month issued $358m of global 
depositary receipts, has been 
ordered to freeze plans to move 
into cellular phones by the tele- 
coms regulator. Page 14 

Lucent Technologies, the 

world's largest telecommunica- 
tions equipment manufacturer, 
launched a device which prom- 
ises a dramatic improvement in 
the performance of telephones, 
answering machines and internet 
computers. Page 17 

Ftentnm, the Bermuda-based 
tanker operator, is expected to 
abandon its SKr3JZ2bn ($400m) 
hostile bid for ICB Shipping of 
Sweden. Page 16 
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Currencies fall on concern China may devalue 


Indonesia debt fears 
batter Asian markets 


By Our Financial 
and Foidgi Staff 

Fears of a debt default in 
Indonesia and of a currency 
devaluation in China combined 
yesterday to send most of Asia's 
battered currencies and stock 
markets lower. 

But the Japanese yen, which 
has fallen sharply against the 
dollar In recent days, stabilised 
as Eisuke Sakakibara, Japan's 
vice-minister of finance for inter- 
national affairs, flew to the US to 
meet Federal Reserve and Trea- 
sury officials. His visit fuelled 
speculation that be was testing 
the level of US support for co- 
ordinated intervention to bolster 
the yen. 

Concern that Asian govern- 
ments are being insufficiently 
flexible in response to the crisis 
was heightened this week by the 
publication of Indonesia’s draft 
budget, which has been widely 
criticised for being based on 
unrealistic economic assump- 
tions and for failing to meet 
International Monetary Fund 
targets. The possibility of a debt 
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default by Indonesia was greeted 
with alarm In the currency mar- 
kets yesterday. The Indonesian 
rupiah traded at a historic low of 
Rp8,400 against the dollar, down 
from Rp7,600 on Tuesday, while 
the Jakarta stock market 
dropped 2 per cent 

Indonesia's recorded foreign 
currency-denominated private 
debt is S58.7bn (E35.9bn), accord- 
ing to tbe Bank for International 
Settlements. Economists have 
made much higher estimates of 
the total outstanding private 
debt, as much of the commercial 
paper issued in rupiah has been 
converted into dollar debt 

Paul Lambert, senior currency 
strategist at UBS in London, said 
there was “a total lack of 
confidence" in the Indonesian 
currency. 

Other currencies in the region 
fell in response. Singapore, 
Indonesia’s neighbour, saw its 
currency slump to its lowest level 
against the dollar since 199L The 
Malaysian ringgit, the Thai baht 
and the Philippine peso also 
touched their lowest-ever levels 
against the dollar, while the 
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Taiwan dollar fell to a 10-year 
low. 

Another looming concern was 
that the Chinese yuan has 
strengthened against the region's 
other currencies, putting a strain 
on the country's competitive 
position. A decision to devalue 
the yuan could set off another 
bout of turmoil. 

However, Yang Hao Pu, senior 
economist at the Bank of China 
International in London, said he 
did not expect the Chinese gov- 
ernment to devalue the yuan. 

Nevertheless, worries about 
China and the pressure on other 
regional currencies prompted a 
sharp Ml in the Hong Kong stock 
market, with the Hang Seng 
index falling nearly 6 per cent 
and tbe H share index of main- 
land shares dropping by 12 per 
cent 

Fears of a regional slowdown 
have also affected the Japanese 
yea The currency's recent slump 
means that dealers are heavily 
exposed to the dollar, leaving 
them vulnerable to concerted 
intervention by the Japanese and 

US central h anks to support the 
yen. 

Traders in London said the 
threat of intervention was the 
only tiring keeping the yen at its 
current levels of around YI32- 
Y133 against the dollar. Yester- 
day, the yen closed in Europe at 
Y132.07. Without intervention, 
many observers expect the yen to 
weaken to Y140-Y150. 


IMF review. Page 7 
Korean bankruptcies. Page 12 
Lex, Page 12 
Currencies, Page 21 
World stocks, Page 32 


Investment bank acts after market turmoil 


Peregrine in talks to 
alter share sale deal 


Peregrine 


Share price (HKS) 
20 


By John redding in Hong Kong 

Peregrine, the Hong Kong-based 
investment bank. Is discussing a 
revision to the terms of a share 
sale to Zurich Group, the Swiss 
financial services company, fol- 
lowing the deterioration in 
Asian financial markets. 

The announcement follows a 
sharp fall In Peregrine's share 
price, which lost 14 per cent yes- 
terday before dealings were 
suspended. It also comes amid 
reports of a delay in a rights 
issue by an Indonesian company 
thought to have received loans 
from Peregr i ne. 

While Peregrine said the sale 
of a stake to Zurich Group would 
proceed, news of the revision 
added uncertainty to the compa- 
ny’s efforts to bolster its capital 
base. 

The investment bank, which 
has grown rapidly in recent 
years, has been hit by the tur- 
moil in regional markets. It 
announced substantia] job cuts 
at the end of last year. 

Under the terms of the original 
agreement, announced in 
November, Zurich Group was to 
pay USSZOOm for a 24 per cent 
stake In Peregrine, making it the 
largest shareholder. The stake 
was to be taken through the 
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issue of convertible preference 
shares and held by Zurich Centre 
Investments, the private equity 
arm of the Zurich Group. 

In a statement to the Hong 
Kong stock exchange, Peregrine 
said the revision of the deal 
reflected “the continued decline 
in sonth-east Asian currency 
markets” and the downgrade of 
the credit ratings of Indonesia 
and South Korea by interna- 
tional credit rating agencies. 

The company declined to com- 
ment on the terms of any revi- 
sion ahead of a farther state- 
ment, expected today and also 
whether a subsequent deal 
would be affected. In December 
It announced the sale of a 2.6 per 
cent stake to a subsidiary of 
First Chicago, the US bank. 

Apart from the downturn in 
regional markets this year. Pere- 
grine may also have been 
affected by a delay to a rights 
issue by Steady Safe, the Indone- 
sian transport company. Pere- 
grine is involved in underwriting 
the Rp534bn (589m) issue, bnt 
declined to comment on whether 
it has any loans outstanding to 
the group. 

“The stock exchange authori- 
ties are still considering 
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Jobless protests grow 



About 3,000 unemployed people marched through Marseilles 
yesterday In a protest over benefits. Similar demonstrations were 
held throughout France, potting pressure on prime minister Lionel 
Jospin over the issue. The child's sign reads ‘Can yon imagine me 
still unemployed when Tm 207* Report. Page 3 


UK unveils assault 
on EU air pollution 


By Leyla Boulton, 

Environment Correspondent 
and Charles Batchelor, 

Transport Correspondent 

The UK yesterday unveiled plans 
for a multi-pronged attack an air 
pollution as a central part of its 
presidency of the European 
Union. 

John Prescott, the deputy 
prime minister with responsibil- 
ity for environment and trans- 
port, said he would push the EU 
to agree measures ranging from 
new air quality standards to co- 
ordinated testing of “clean” 
vehicles in European capitals. 

Most of the plans have been 
proposed by the European Com- 
mission, the EU executive body, 
but have yet to receive the 
approval of EU ministers or 
European Parliament However, 
at an unprecedented joint council 
of environment and transport 
ministers scheduled for April 24. 


Britain will propose a pilot 
scheme .to build a market for 
“clean" vehicles across the 15- 
nation bloc. 

Many of the Commission pro- 
posals are contested by environ- 
mentalists as too lax and by 
industry groups as too demand- 
ing. The UK hopes to strike a 
popular chord with voters by 
making the environment one of 
three priorities of Its presidency, 
which ends on June 30. 

Mr Prescott said: “This presi- 
dency is not something remote 
happening in Europe. It’s about 
the lives we lead - our jobs, tack- 
ling crime and improving the 
environment.” 

Michael Meacher. environment 
minister, said Britain wanted to 
secure agreement by ministers to 
a directive curbing from 2005 four 
main pollutants, ir w1 ||riin c a 50 
per cent cut in particulates 

Continued on Page 12 
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Finance Director's 
chart new course 

For two days in June, over 250 senior finance 
directors wil! set their own agenda within 






a series of meetings, workshops and 
industry think tanks on board 
the P&O ship Victoria. 
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NEWS: EUROPE 


Commissioner backs plan for Duisenberg to quit after four years to make way for Trichet news digest 


Deal over central bank chief urged 


By Lionel Barber in Brussels 


The future president of the 
European Central Bank (ECB) 
should consider accepting a short- 
ened four-year term to break the 
Franco-Dutch deadlock over the 
Job, Yves-Thibault de Silguy. EU 
monetary affair s commissioner, 
said yesterday. 

Mr de Silguy made his interven- 
tion after a spate of rumours about 
a deal which would settle an 
embarrassing dispute ahead of the 
launch of economic and monetary 
union on January 1 1999. 

Under the compromise, Wim 


Duisenberg. the 62-year-old Dutch 
head of the European Monetary 
Institute (Emi). forerunner of the 
ECB, would take over the top job 
in July. But he would step down 
halfway through his eight-year 
term, making way for Jean-Claude 
Trichet, governor of the Bank of 
France. 

Mr de Silguy suggested that 
mid -2002 would be- a natural 
moment for a change at the top. 
The ECB would be fully opera- 
tional, and euro notes and coins 
would have replaced national 
currencies in the Emu bloc coun- 
tries. “The second [four-year] term 


would be more normal," he said. 

Mr de Silguy, a former senior 
official in the French government, 
said there was a precedent for the . 
principle of a curtailed term. Alex- 
andre Lamfalussy, the first presi- 
dent of the Emi. had volunteered to 
retire ahead of schedule to make 
way for Mr Duisenberg. 

A Dutch finance minis try official 
said that the government had no 
comment on Mr de Silguy’s 
remarks. "We are avoiding public 
statements, because we believe 
they interfere with the process of 
selection.'’ 

Central bank observers said that 


the compromise would depend on 
whether it was acceptable to Jac- 
ques Chirac. France's president, 
who proposed Mr Trichet, and Wim 
Kok, the Dutch prime minister, 
who is sticking resolutely to Mr 
Duisenberg. EU leaders are due to 
decide the appointment in May. 

Another idea is to set an age 
limit for the future ECB president 
This would mean Mr Duisenberg 
retiring at 67. The age limit could 
be tacked on to pending legislation - 
covering immunity of ECB staff. 

But Mr de Silguy said he was 
unsure if this was the best solu- 
tion, and other officials said it 


could infringe on the independence 
of the ECB. 

-Turning to monetary nrwm , ■ Mr ■ 
de Silguy said the Commission was 
sticking to its 3 per cent growth 
forecasts for the ElTs 15 member 
states . this year despite thR finan- 
cial crisis in Asia. 

"The crisis is likely to have a 
very limited impact, almost negligi- 
ble impact, on growth in Europe, 
and will have no impact on achiev- 
ing the euro within the scheduled 
timetable,” he said. 

Some EU commissioners believe 
Brussels should be more cautious 
about growth prospects. 


Bavaria attacks Italy 
over Kurdish influx 


By James Blitz in Rome 


A German- 1 talian row over 
Kurdish refugees deepened 
yesterday when the southern 
German state of Bavaria 
accused Italy of irresponsi- 
bly expecting Germany to 
take care of hundreds of 
Kurds landing on tha Italian 
coastline. 

“More than half of aH the 
people who come to Europe 
want to live in Germany 
because the law is more lib- 
eral and welfare payments 
are higher than in other 
countries." said GUnther 
Beckstein. Bavaria's interior 

minis tar. 

“But it is the absolute 
limit when the Italian inte- 
rior mini ster assures the 
Austrian interior minister 
that the refugees only want 
to travel on to Germany he 
said. 

Mesut Yilmaz, Turkey's 
prime minister, was quoted 
yesterday as saying that his 
country was willing to help 
European Union countries 
which have introduced pass- 
port-free travel within their 
borders to stem a potential 
surge in Kurdish refugees. 

As police chiefe from sev- 
eral countries - including 
Germany, Italy. France and 
Turkey - prepared to meet 
in Rome today to discuss the 
problem, Mr Yilmaz said he 
and his colleagues would “do 
our best to reach an agree- 
ment”. 

In an interview with the 
newspaper La Stampa. Mr 
Yilmaz said his desire was to 
make “a major contribution 
so that Italy and the Euro- 
pean Union can break up the 
criminal networks that run 
illegal immigration rings". 

He insisted that the flight 
of Turkish Kurds was an 
"economic phenomenon" 
which involved “thousands 
of people fleeing poverty and 
misery". However, Ankara 


Ankara directs its fire at Cook 



Turkey yesterday criticised 
Britain's foreign secretary, 
Bobin Cook, for saying 
Ankar a would not be fit to 
join the European Union for 
a long time and for implic- 
itly criticising the Turkish 
army’s pursuit of Kurds into 
Iraq, writes David Buchan. 
Diplomatic Editor. 

In another bout in the war 
of words with Europe, the 
Turkish foreign, ministry 
said it had summoned David 
Logan. UK ambassador to 
Ankara, to a meeting on 
Tuesday to express its “deep 

disappointment” with 

remarks made by Mr Cook 
on television on Sunday. 

Mr Cook had said: "There 
are a lot of very serious 
reasons why Turkey is not 
now, and will not be in the 
foreseeable future, a 
credible candidate [for EU 
membership] - its human 
rights record, the fact its 
eastern borders are not very 
clear.” 

Ankara’s irritation with 


the EU has risen to flash- 
point since the EU last 
month endorsed Turkey's 
theoretical eligibility for EU 
membership but relegated it 
to the back of the queue. 

Mr Cook’s comments - 
which he repeated in the 
House of Commons just as - 
his envoy was being 
reprimanded in Ankar a - 
were in the mainstream of 
EU policy. 

But the Turks may have 
taken exception to them 
because Britain has just 
assumed the rotating EU 
presidency, and because of 
the reference to Turkey’s 
treatment of Kurds on its 
south-east border. The 
recent influx of Kurdish 
refugees into Italy has 
further strained relations 
between Turkey and the EU. 

Hie UK Foreign Office 
played down Turkey's 
rebuke, arguing that Mr 
Logan had not received a 
formal summons to the 
Ankara foreign ministry. 




Yuri Luzhkov, Moscow's mayor, crosses himself while attending a traditional Christmas 


Eve midnight mass in the city’s Yelakhovsky cathedral on Tuesday 


Call for Russia to see 


in Christmas with west 


By John Thornhill 
in Moscow 


has been criticised for its 
treatment of the country’s 
Kurds and its handling of 
the 13-year separatist war 
between Kurdish rebels and 
the army. 

The Italian government 
yesterday continued to come 
under pressure from its EU 
partners to strengthen its 
borders so that it can stem 
the intake of refugees. 

Romano Prodi, the prime 
minister, promised the Ger- 
man Chancellor. Helmut 
Kohl, on Tuesday that the 
asylum applications of Kurd- 
ish refugees would be exam- 
ined on a case-by-case basis. 

That view was confirmed 
by Walter Veltroni, Italy's 
deputy prime minister, who 
spoke of the need for Italy to 


adopt a "thoroughly bal- 
anced” response to the Kurd- 
ish refugees. 

“We must be rigorous - 
and we have been - even at 
the cost of appearing to be 
less endowed with human 
piety than we are,” he said. 

One sign that the Italian 
police were successfully 
cracking down on illegal 
immigration came in the 
port of Ancona, where the 
authorities said they had 
arrested 22 Iraqi Kurds try- 
ing to sneak Into the country 
among passengers on board 
Greek ships. All would-be 
immigrants were refused 
entry and forced to reboard 
the shuttle service between 
Ancona and the Greek port 
of Pa trass os. 


The Russian Orthodox 
Church, riven by schisms 
throughout its 1,000-year his- 
tory, appears to be heading 
for a dispute over when to 
observe Christmas. 

As millions of the Ortho- 
dox faithf ul attended church 
services yesterday to cele- 
brate the birth of Christ, 
Father InnokentL a leading 
church historian, called for 
the holiday to be brought 
forward by 13 days to coin- 
cide with the festive rites of 
the rest of Christianity. 

He said it was “not nor- 
mal" for Russians to cele- 
brate the new year before 
Christmas and suggested 
abandoning the old-style 
Julian calendar, still 
observed by the Orthodox 
Church. “It is entirely possi- 
ble that we can develop a 
consensus among Orthodox 
parishes on this issue and 
celebrate Christmas accord- 
ing to the Gregorian calen- 


dar, like the majority of 
other Christians.” he said in 
a television, interview. 

Father Innokenti made his 
co mments at a time when 
millions of Russians ' are 
rediscovering their religious 
traditions. In a recent 
nationwide survey. 58 per 
cent of respondents said 
they intended to celebrate 
Christmas, which was 
scrapped during the Soviet 
era along with the Julian 
calendar. The survey found 
that religious observance 
was highest among students 
and the professional middle 
class, especially among 
those aged between 25 and 
40. 

The Church has taken full 
advantage of its freedom to 
rebuild thousands of 
churches and form new par- 
ishes. But it has also sup- 
ported a draft law to ban 
“non-traditional" religions in 
Russia and curtail the work 
of western evangelists. 

Russia's secular leaders 
have embraced the Russian 


Orthodox Church as a tool 
for rebuilding a sense of 
national identity. Under the 
patronage of Yuri Luzhkov. 
Moscow's energetic mayor, a 
large replica of the Cathe- 
dral of Christ the Saviour - 
blown up by Stalin in 1931 - 
was rebuilt and opened last 
year. 

In a congratulatory mes- 
sage to the Church’s leaders, 
Boris Yeltsin, president, 
said: “For more than 1,000 
years the Russian Orthodox 
Church has fulfilled its 
sacred mission, affirming 
spiritual and moral values 
on Russian soil.” 

In his Christmas address. 
Patriarch Alexiy n, head of 
the Orthodox Church, who 
has helped lend legitimacy 
to Mr Yeltsin’s administra- 
tion, suggested life was 
finally improving in Russia. 
“Thanks be to God, the ten- 
sion of political passions has 
abated somewhat and our 
society is gradually moving 
towards peace and concord,” 
he said. 


Germans wring hands over handling euro 


Go into any 
German bank 
to pay a bill 
and you 
might think 
Europe’s 
planned sin- 
gle currency 

Preparing t was al ™ady 
b—.. in use. The 


*Wmu forms for 
transferring 
money from one account to 
another have been modified 
with an extra box, so that 
customers can specify 
whether the payment should 
be in euros or D-Marks. 

In other areas, however, 
Germany Is f alling behind 
some of its European part- 
ners in preparing for eco- 
nomic and monetary uninn, 
even though Helmut Kohl, 
Germany’s chancellor, Is one 
of the euro's most passionate 
supporters. 

With less than a year to 


FINANCIAL times 

Published bv The Frauds] Tima (Europe) 
GmbH. NibdimgtnplMz 1. 603 18 Frank- 
fort am Main, Germany. Telephone ++49 
69 156 8S0. Fax ++49 69 596 4481. Repre- 
sented m Frankfort by I. Waller Brand. 
ftH h dm J. BrikseL Cofin A. Kenuard u 
CeretUfUduhrer and in London be David 
CAL BdL Chairman, and Alan C. Miller. 
Deputy Chairman. The shareholder of the 
Financial Times (Europe) GmbH is Pear- 
ion Oversea! Holdings Lnnttcd, 3 Buriing- 
lOD Cardeni. London. W1X ILE. 
Shareholder of tUi company is Pearson 
pit. registered at the came address 
GERMANY: 

RemniUe for Advertaing content: Colin 
A. kemuid. Printer HGmyet International 
V'erlusgeiellscban mbH. Admiral-Rosen- 
dahi- Striae 3a. 63263 Neu tsenbura ISSN 
0174 7363. Responsible Editor Richard 
Lambert, da The Fmancnl Tunes ljmiltri. 
Number One Souibwirk Bridge. London 
SHI 9HL 
FRANCE 

Publishing Director P. MtnradB, 42 Rue 
La Bod*. 73008 PARIS. Tefapbooe (01| 
5376 $254. Fax W1> 5376 KL<3. Primer 
S.A. Nord Edair. 15/21 Rue de Cairn. 
F- 59100 Roubaix Cede* 1. Editor Richard 
Lambert. ISSN 1)48-2753. Comnussioo 
Pariiaire No 67808D. 

SWEDEN: 

RcspooBbfc Pub&her Hindi Carnegr *68 
618 6088. Printer. AB Kviliiiidntngen 
Expresses. PC Bo* 6007. S-550 06. 
Jookopcig. 

C The Financial Tuna Limited 1998. 
Editor Richard Lambert, do Tbe Financial 
Tunes Limned. Number One Southwark 
Bridge. London SEl 9HL. 

R 


the planned start of Emu, it 
is unclear whether Ger- 
many's tax administration or 
social security offices will be 
able to handle transactions 
in euros in the three-year 
transitional period between 
1999 and 2002 when Emu will 
operate but D-Mark notes 
and coins will remain, legal 
tender. A government draft 
law to speed up the euro's 
introduction In German 
businesses after 1999 has 
encountered delay in the 
Bnndesrat, the second chain- 
ber of the Bonn parliament 
representing the 16 states. 

Also unresolved is 
whether the switch from 
D-Mark to euro notes and 
coins as legal tender in 2002 
should take place overnight 
in a “big bang" procedure or 
whether Germany should 
use more of the six-month 
transition period to mid-2002 
permitted in the Maastricht 
Treaty. 

The problem with tax 
administration is of particu- 
lar concern to companies. It 
highlights the difficulties of 
preparing for Emu In a fed- 
eral country. Germany is not 
among the eight EU mem- 
bers which have made provi- 


sion for companies to pro- 
duce tax declarations in 
euros from 1999. According 
to the European Commis- 
sion, six EU members - Aus- 
tria, Belgium, Finland, Italy, 
Luxembourg and the Nether- 
lands - will allow individu- 
als to submit returns in 
euros. 


lj amentary approval of the 
government's draft law to 
speed up the introduction 
and use of the euro in busi- 
nesses after January I 1999. 
He reckoned without the 
Bnndesrat, which on Novem- 
ber 28 proposed several 
amendments and decided 
that it would reconsider the 


sheets in euros from 1999. 
Bailiffs would be able to take 
possession of items to satisfy 
claims expressed in euros. 

New and existing govern- 
ment bonds and securities 
would be denominated in 
euros from January l 1999. 
Stock exchanges would also 
be given considerable free- 


Helmut Kohl might be passionate about a single 
currency but Germany is still hammering out the 
practicalities of its introduction, writes Peter Norman 


Theo Waigel, German 
finance minister, has been 
unable to make any such 
commitment because tax 
administration is a responsi- 
bility of Germany’s federal 
states (Lflnder). Mr Waigel 
insists tax declarations in 
euros will be possible only if 
the Lflnder can introduce the 
necessary changes on the 
same date. This Is a matter 
of dispute - state finance 
ministers are due to discuss 
the issue on January 22. 

Germany’s federal system 
has also upset the hopes of 
Edzard Schmidt-Jortzjg, jus- 
tice minister, for rapid par- 


bill only after the govern- 
ment’s decision to join the 
single currency, which is 
due in May. 

The uncertainty, com- 
plains Hanns-Eberhard 
Schleyer, secretary-general 
of the association of German 
craft industries, means busi- 
nesses cannot press ahead 
with preparing for the euro. 

The bill, approved by the 
cabinet in September and 
trumpeted as a sign of 
Bonn’s commitment to the 
610*0, is wide-ranging. It 
would allow companies to 
denominate their capital and 
shares and draw up balance 


dom of action to put then- 
activities on a euro basis. 

Less urgent but no less 
important is the question of 
a “big bang” conversion 
from D-Marks to euros in 
2002. The finance ministry, 
the Bundesbank and Ger- 
many’s many business asso- 
ciations are studying how to 
manage the switch amid 
signs that Mr Waigel favours 
the big bang approach. 

The technical problems of 
an overnight conversion 
would be considerable. Ger- 
many is a cash-oriented soci- 
ety with DM260bn (S142bn) 
of banknotes in circulation 


and DMl5bn in coins. The 
prospect of a big bang con- 
version has already trig- 
gered alarm among busi- 
nesses such as car park 
operators and cigarette 
wholesalers which use coin- 
in-slot machines . 

But most industry associa- 
tions see a huge advantage 
in e liminating the need for 
costly and complex double 
pricing in euro and D-Marks. 

Big bang “would increase 
acceptance of the euro”, says 
Mr Schleyer. “If the local 
bakery with its wide variety 
of breads has to have prices 
in both currencies, there will 
be a forest of price labels 
which will confuse rather 
than enlighten the con- 
sumer.” 

The various obstacles are 
of more than technical con- 
cern, because they are hin- 
dering understanding of the 
euro. “The information 
about the euro and the con- 
version from D-Marks can 
only be as good as the politi- 
cal decisions allow,” says Mr 
Schleyer. “As long as the 
laws are unclear - and that 
applies in many cases - com- 
panies cannot be advised of 
their impact,” 


Foreign investment boosts Irish jobs 


By John Murray Brown in Dublin 


Foreign investment in Ireland 
created a record 15,170 jobs last year, 
the country's Industrial Develop- 
ment Agency announced yesterday. 

The total is double the level of five 
years ago and 10 per cent up on 1996. 
The sector is likely to be further 
boosted by the recent fall In the punt 
which declined by about l per cent 
yesterday to close at DM2.496. 

But the IDA warned of over depen- 
dence on the labour-intensive elec- 
tronics Industry, after the December 
Closure of the Tipperary factory of 
Seagate Technology, the US disc 
drive manufacturer, with the loss of 


1,200 jobs. 

The Irish government depends on 
foreign-owned companies for two 
thirds of exports and over half the 
jobs in the manufacturing sector. 

Announcing the IDA'S annual 
results, Kieran McGowan, chief exec- 
utive, said he was re-thinking the 
policy of luring large foreign compa- 
nies to small provincial towns. He 
said the IDA would look again at the 
role of large-scale labour Intensive 
investments in the electronics sec- 
tor, which are particularly vulnera- 
ble to cost pressures and changes in 
world market conditions. 

At present, information technol- 
ogy "is a key contributor to the 


dynamism of the Irish economy" 
creating almost half the new jobs 
generated in 1997, he said. 

But he warned it was “a con- 
stantly changing and developing 
area and some companies who may 
be world leaders one year can find 
themselves under severe pressure 
within a few short years”. 

In the wake of Seagate's closure, 
the IDA says it is focusing more on 
healthcare and pharmaceuticals, 
which tend to be less sensitive to 
sudden changes in global market 
conditions. 

The IDA said the prospect of an 
increase in Ireland's corporate tax 
rate presented an opportunity for 


foreign companies to Invest now and 
not wait until the introduction of 
new rates. For investors already set 
up in Ireland, the special 10 per cent 
tax rate for manufacturing compa- 
nies will apply until 2010. 

But plans under consideration by 
the European Commission, any new 
investor would be subject to the new 
conditions, which envisage that 
Ireland will scrap its special tax rate 
and introduce a standard rate. The 
Commission wants to see Ireland 
adopt the standard rate of 12.5 per 
cent by 2000. But the government 
wants its 10 per cent rate to continue 
to 2005, after which all new investors 
would pay the standard rate. 




Modified foods 
to be labelled 


The European food industry has decided vcflunlarily to 
label foods containing genetically modified soyabeans or 
maize, after member states failed to agree pammon EU . 
labelling rules. . 

The Confederation of . the Food and Drink Industries of 
the EU said it was worried by the absence, df EU rules and 
was telling manufacturers to act to meet consumer 
dgmanrifi “for dear and precise information”. , 

Labels are likely to say a food product' has been 
-modified by gene technology” or “contains GM soya.”. 
Such iwhaning is already used in the Netherlands and ..has 
started in the UK this month. 

The industry fears continued confusion, over labelling " 
could lead to a backlash agatnst modifiedfoods.which - 
have already encountered resistance from . •-- 1 

environmentalists and consumers in some EU countries. 

Member states are due this month to reconsider. . 
European Commission proposals to label foods containing 
modified DNA or protein after felling to agree the plans 
last month. 

The issue is urgent because soya from last year’s US . 

I harvest 15 pear cent of which was genetically modified, is - 
already being used in foods. Alison Ma&lcmd, London 


SLOVAK PRESIDENCY 


Election may have no winner 


The Slovak pa rliament will hold the first round of voting 
in elections for a new president on January 23, a 
parliamentary spokeswoman said yesterday. Only two 
candidates, both from opposition parties, have so far been 
nominated and President Michal Kovac has said be 
probably will not stand again. 

Ivan Gasparovic, the parliamentary chairman, cafiedfbi* 
deputies to present their candidates for the presidency by 
January 12. 

Last year, the parliamentary opposition with Mr Kovac, 
who is a bitter political enemy of Vladimir Medar, the 
prime minister, attempted in a referendum to change the 
method of selecting a president to a direct popular vote. 
However, in a move which prompted sharply worded 
criticism f ro m the European Union, the government _ 
unilaterally withdrew the presidency question from the . 
ballot paper, which also included questions on Nato 
membership. 

Mr Kovac officially ends his term of office in March. A 
three-fifths majority is required to choose a hew president 
and, with no group strong enough to muster such a 
majority in parliament, opposition deputies fear that 
repeated rounds of voting could fail to produce a victor. 

This, they say, would enhance Mr Meciar's authority • 
because some presidential functions will pass 
automatically to the government Reuters, Bratislava 


CAR SALES 


About PtalObn ($65m) worth of government incentives 
helped increase car sales in Spain last year to their 
highest level since the late 1980s, according to 
preliminary figures from the manufacturers' association 
Anfac. 

New car registrations rose 1L1 per cent to 1.01m units, 
only the third time ever they have passed the lm mark. 
The association said about one in eight purchases took 
advantage of a revived government scheme Introduced in 
April, offering a Pta80,000 tax saving for anyone trading 
in a 10- year-old car for a new one. Sales were also helped 
by a strengthening in consumer confidence and lower 
interest rates, it said. The increase followed a 9.2 per cent 
growth in 1996. 

The Spanish figures showed a marked contrast to 
France, where new car registrations plummeted to a 
22-year low last year after the expiry of a similar 
incentive scheme. Spain emulated France with Its first car 
purchase subsidies in 1994-96. By contrast, its current 
scheme - justified, according to the government, by the 
need to phase out old leaded-petrol cars - is open-ended, 
with no set time limit David White, Madrid 


POLISH BUSINESS 


Small enterprises optimistic 


Poland's small and medium private businesses (SME), 
which are the driving force behind the country’s 6 per 
cent annnal growth rate, view the next 12 months with 
more optimism than their counterparts in the European 
Union. Including Germany, Poland's largest trading 
partner. 

The annual European Business Survey by Grant 
Thornton International shows that more than two-thirds 
of Polish SMEs expect turnover and profitability to rise 
this year, and more than half will be spending more than 
last year on new machinery, training and marketing. 

SMEs in Poland account for one-third of total GDP and 
employ GO per cent of the non-farming workforce. This 
year as many as 40 per cent expect to take on new 
employees, while a mere 16 per cent of small businesses 
in Germany think their workforce will grow. The average 
for the EU is 30 per cent Christopher Bobinski, Warsaw 


COMPETTTION RULES 


VW faces fine over sales bar 


The European Commission is expected to impose fines on 
VW, the German carmaker, for the anti-competitive sales 
practices of some of its Italian dealers. 

A Commission Investigation two years ago unco vered 
evidence that the dealers were refusing to sell cars to 
buyers from outside Italy - contravening EU competition 
and single market rules. The investigation was prompted 
by complaints from Austrian and German citizens who 
had attempted to buy VW models in Italy, where they are 
cheaper. 

Brussels, expected to take a decision over the next few 
weeks, could theoretically fine VW up to 10 per cent of its 
global turnover. It could also remove VW from the 
so-called block exemption for car distribution, which 
exempts car manufacturers from certain EU competition 
rules, allowing them to sell their cars through exclusive 
dealer networks. Emma Tucker. Brussels 


ECONOMIC WATCH 


German industrial output up 




-Stofitlvoo-maritfiyi clangor:' 




-Sounag nniMh wjjfcy 


and climbed 3.0 par cent year 
output was down 0.7 per cent 
6.8 per cent year on year. 


German Industrial output 
rose a seasonally adjusted 
0.3 per cent in November 
from October, and 
climbed 13 per cent from 
a year earlier when 
adjusted only for the 
number of working days, 
the Economics Minis try 
said yesterday. 
Economists’ forecasts for 
industrial output ranged 
between an unchanged 
figure to a rise of 0.7 per 
cent month on month- fo 
western Germany, j 

industrial output also ] 
rose 0.3 per cent in. 
November from October 
on year, eastern German 
month on month and rose 

AFX, Bonn 
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Boost from incentives in Spain 
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NEWS: EUROPE 


Brussels protests on behalf of football agents over licensing system that requires SFr200,000 guarantee 

makes formal complaint to Fifa 



By Emma Tucker in Brussels 

The European Commission has 
c onthmed its attack on the nrgani. 
aation of football at the interna- 
tional level with, a formal cozn- 
I^aint to Fife, football’s world, 
goyenuhg . body, about the ISc^i- 
smg system far football agents. 

. Acthog on :gripes from football 
' agents, Brussds will shortly 
a letter to Fife ebmpiainitig that 
the smoo.ooo ($135,000) bank 
guarantee that agents must regis- 
ter with Fife to obtain a licence is 


too high. The Commission is also 
taking issue with Fife's insistence 
that agents must secure the hack- 
ing of domestic football associa- 
tions before being allowed to reg- 
ister with Fifa. 

“We think that the system is a 
bit on the heavy side," said a 
Commission official. “We also 
think the SFr200,000 security 
poses a problem as regards 
articles 85 and 86 of the (EU> 
Treaty." These articles outlaw 
abuses of a dominant position and 
restrictive agreements. 


The latest Co mmis sion probe 
comes a day after it announced an 
investigation into complaints by 
public authorities in Belgium and 
France that Uefe. European foot- 
ball's governing body, barred 
them from staging a Belgian 
“ borne" match in France. 

Brussels is concerned that Uefa 
abused its dominant position and 
restricted the free movement of 
services in ordering the Belgian 
club of Mouscran to stage a home 
match in the Uefe Cup tourna- 
ment in its own stadium. 


Officials also yesterday rejected 
suggestions that professional 
sports should be exempted from 
the scope of the EU Treaty. They 
were reacting to reports out of 
Singapore, where Sepp Blatter. 
Flfa's secretary-general, said the 
body was looking at plans for 
countering the effects of the 1995 
Bosnian ruling from the Europ ean 
Court of Justice which under- 
mined the system of transfer Tees 
and quotas on non-national play- 
ers in most of Europe’s top 
leagues. 


"There can be no question of 
professional sports being 
exempted from the Treaty provi- 
sions or of attempting to side-step 
r uling s from the Court of Justice," 
said the Commission. 

Fifa's licensing system for 
agents was set up to try to stamp 
out some of the more unscrupu- 
lous practices of certain football 
agents and ensure that only repu- 
table people were involved in foot- 
ball transfers. 

Fifa said the deposit was 
demanded in case an agent did 


not comply with his duties, in 
which case it could be used as 
compensation for damage caused. 

"It was felt it was better to have 
restrictive legislation, rather than 
just saying no to agents. Agents 
are a fact," said Fife. 

However, there is a widespread 
feeling within football that Fife’s 
licensing system has proved 
ineffectual and that reputable 
agents are having to pay a huge 
bank guarantee even while 
“cowboy" agents are still 
operating. 


Czech concern 
over nuclear 
reactor delays 


By Robert Anderson 
In Prague 

The government is to 
. ~niafcg radical to 

management of CEZ, the 
state electricity company, 
because . of concern over 
fresh delays in the construc- 
tion of a nuclear reactor 
which seeks to combine US 
and'Soiviet-style technology. 

Tim government fears the 
first uirit of the long-delayed 
TemeHh midear power sta- 
tion, which wOf eventually 
double the country's produc- 
tion ofnuclear energy, may 
now only be completed In 
the year 2000, 

Ivan Novak, the director of 
the nuclear energy section at 
the Mfri te iry of industry and 
Trade, said the ministry 
would ask a general meeting 
of shareholders on January 
29 to change most of the 
membere of the supervisory 
and immugamant boards. In 
addition, the' min is tr y, which 
controls 67.5 per cent of the 
shareholder votes, .. would 
seek to separate the redes of 
chairman and 'managing 
director. - 

The completion date and 
budget for Temelih, which 
will double the country's 
production of nuclear 
energy, have been repeatedly 
extended because of the need 


to raise safety standards and 
the difficulties of completing 
the communist-era design 
with a western control sys- 
tem supplied by West in g- 
■ house, the US company. 

The delays have come at a 
time when the new power 
station is urgently needed to 
meet growing electricity 
demand and to take the 
place of environmentally- 
damaging lignite-burning 
reactors. 

A spokesman for CEZ said 
yesterday that tire comple- 
tion date for the first of the 
two MW981 units had been 
put back from April 1999 to 
the end of the year but Mr 
Novak said he did not 
believe it would start opera- 
tion until 2000, although he 
hoped costa could still be 
kept to near the KpSSbn 
($2_4tm) budget 

He said the delays and 
budget overruns had spurred 
the ministry to try to tighten 
its control over CEZ. 

Analysts said the minis- 
try's move was the culmina- 
tion of a series of dilutes 
with the electricity company 
over the speed of energy 
price liberalisation. The gov- 
ernment -also plans to sepa- 
rate CEZ’s production and 
distribution arms to help 
other ' producers secure 
access to the national grid. 


E Europe lines up to sell telecoms 

Former communist states are seeking foreign investment, reports Kevin Done 


M acedonia is in 
advanced negotia- 
tions with the 
European Bank for Recon- 
struction and Development 
for the sale of a stake in 
Makedonski Telekomunika- 
cii (MakTel), the state-owned 
telecommunications utility. 

It is Joining a growing 
queue of countries from east 
Europe, including Romania, 
Poland, Bulgaria. Lithuania 
and Croatia, which are plan- 
ning to sell substantial 
stakes in their telecommuni- 
cations utilities, following 
the lead taken in the mid- 
1990s by Hungary and the 
Czech Republic. 

The EBRD played a signifi- 
cant role in financing the 
development of MakTel 
through an earlier $42.6m 
loan signed in 1995. It is con- 
sidering an equity invest- 
ment to give added credibil- 
ity to the privatisation of the 
company, which is planned 
for later this year. The bank 
has agreed in principle to 
commit up to $50m in equity, 
with the size of its stake to 
be determined by the valua- 
tion of MakTel reached in a 
privatisation deal with a 
strategic investor. 

The bank is seeking to 
accelerate the pace of tele- 
communications privatisa- 
tion in the region and earlier 
this week signed a SlOOm 
loan to help finance the mod- 
ernisation of Rom Telecom, 
Romania’s state-owned tele- 
communications operator. 
The Romanian govern- 


ment is preparing to sell 30 
per cent in Rom Telecom to 
a foreign strategic investor, 
with the aim of completing 
the deal by mid-1998 despite 
delays caused by a recent 
cabinet reshuffle. It is being 
advised by Goldman Sachs, 
the US investment bank. 

The privatisation of Rom 
Telecom is one of the biggest 
state sell-offs currently 
planned in east Europe. 

The Macedonian govern- 
ment said that it had 
appointed CIBC Wood 
Gundy Oppenheimer, the 
investment banking arm of 
Canadian Imperial Rank of 
Commerce, as its adviser on 
the privatisation of MakTel 
and the sale of a stake of 
around 35 per cent to a for- 
eign strategic investor. It 
hopes to complete the sale 
before the general election 
due in the autumn. 

The CIBC advisory consor- 
tium includes Squire Sand- 
ers and Dempsey, the US law 
firm, and Coopers and 
Lybrand, the international 
auditors and management 
consultants. 

Telecommunications 
development seen as one of 
the keys to the modernisa- 
tion of the economies of for- 
mer communist east Europe. 
Of the Ecu&Sbn (flOMtm) the 
EBRD has committed to pro- 
jects in the region since 199L 
about one-tenth or Ecu989m 
has flowed into the telecom- 
munications sector. 

Charles Frank. EBRD first 
vice president, said that Rom 



This trailer-mounted dish outside the telecoms HQ in Skopje carries half the international 
telephone traffic from Macedonia, poorest of the former Yugoslav states »m Dm 


Telecom's privatisation 
“should help encourage the 
whole privatisation process 
and foreign capital inflow to 
Romania". 

Both the Romanian and 
the planned Macedonian 
deals include incentives to 
encourage the respective 
governments to hold to their 
privatisation commitments. 

Under the terms of the 
se ven-and-a-ha If year Rom 
Telecom loan, the interest 
rate will be lowered, once 
sale of a stake to a strategic 
investor is completed. 

In Macedonia it is planned 
that the first EBRD equity 
tranche will be provided. 


when MakTel is transformed 
into a joint stock company 
early this year. The second 
will be made when the gov- 
ernment f ulfils its commit- 
ment to a new regulatory 
framework for telecoms. 

Macedonia, the poorest of 
the states to emerge from 
the collapse of former Yugo- 
slavia. has received less for- 
eign direct investment than 
any of the countries in east 
Europe since the collapse of 
co mmunis m. But the govern- 
ment is hoping that the pri- 
vatisation of MakTel will 
finally put it on the map for 
foreign investors. The value 
of this single transaction is 


expected to exceed all of the 
foreign direct investment 
that has flowed into Macedo- 
nia since it declared indepen- 
dence in 1991. 

By international yard- 
sticks MakTel already com- 
pares favourably with many 
other telecoms operators in 
east Europe. But the scale of 
the challenge It faces is evi- 
dent from the temporary sat- 
ellite dish mounted on a 
truck outside the headquar- 
ters bufiding in the centre of 
the capital, Skopje, which is 
still used for transmitting 
half of the country’s Interna- 
tional calls, mainly for the 
traffic to west Europe. 


Jospin 
holds 
line on 
jobless 

By David Owen in Paris 

Lionel Jospin, the French 
prime minister, sought yes- 
terday to restore cabinet dis- 
cipline amid indications his 
government was preparing 
to make new concessions to 
the unemployed protesters 
threatening his political 
honeymoon. 

Mr Jospin was said by 
members of his entourage to 
have telephoned Dominique 
Voynet and Marie-George 
Buffet, two ministers who 
have expressed support for 
the protest movement, to 
remind them of the rules of 
conduct in government. His 
move came ahead of today's 
bi-weekly ministerial meet- 
ing. after which the prime 
minis ter is widely expected 
to speak publicly on the 
issue for the first time. 

Protests in support of a 
FFr3.000 (£301) year-end 
bonus and a review of 
monthly benefits continued 
to gather momentum, with a 
well-attended demonstration 
in Paris and other actions 
elsewhere. 

Unedic, the unemployment 
insurance fund, said it would 
make FFrl2m available to 
supply urgent assistance to 
unemployed people in 
extreme difficulty. It said the 
money constituted iUnds 
that had not been spent in 
1997. 

Nicole Notat, the trade 
union leader who is Unedic 
president, said the body had 
"nothing to blush about" in 
the way it treated the job- 
seekers it was responsible 
for. However, some Paris 
protesters demanded her res- 
ignation. 

Meanwhile, under ques- 
tioning from MPs in the 
National Assembly, Marline 
Aubry, employment minis- 
ter, sought to emphasise that 
the government understood 
“the awgniah of the unem- 
ployed and the young". 
Without outlining any sub- 
stantial new initiatives, she 
said that the left felt pro- 
found sympathy for the 
unemployed people's move- 
ment. 
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Third Annual All African 

esting in African Mining Conference/Indaba <98 

Cape Sun InterContinental Hotel, Cape Town. South Africa 
February 3-5, 1998 

Sponsors to Date | 

AfiriOreLtd. • America Mineral Fields Inc. • Anglo American Corp. of South Africa • Ashanti Goldfields Co. 
Ltd. • AVMIN / AVG0LD - Banro Resources Corp. - Barclays Capital Mining and Metals • Barrick Gold 
Corp. * Bateman Minerals and Industrial Ltd. - Bell Equipment Co (Pty) Ltd. * Casmyn Corporation * Channel 
Resources Ltd. • Cluff Mining PLC • Consolidated African Mining Corporation * Consolidated Eurocan 
Ventures • Copper Creek Ventures Ltd. • Copper Mines and Metals Ltd, • Crew Development Corp. - David 
Williamson Associates Limited • Delta Gold N.L. • Fasken Martineau ■ Financial Times • Fleming Martin 
Securities Ltd. • Golden Star Resources Ltd. • HSBC Simpson McKie ■ International Panorama Resource Corp. 

- JC1 Ltd. • Johannesburg Stock Exchange • Kenor ASA - Lion Mining Corporation Ltd. • Messina Diamonds 
Corp. - Mining Journal Ltd - Mintec Inc. • MPH Consulting Botswana (Pty) Limited • Namibian Minerals 
Corporation (NAMCO) • Rand Refinery Limited • Randgold Resources • RBC Dominion Securities • 
Resolute Limited - Reunion Mining PLC. * Rift Resources Ltd. ■ Rupert Resources Ltd. - SAMAX Gold Inc. 

- SBC Warburg - SGS Societe Generate de Surveillance S. A. * Soriete Generale - SouthernEra Resources Ltd. 
• Standard Bank of South Africa • Summex Mines Ltd. • 5utton Resources Ltd. ■ Tenke Mining Corp. • The 
Corner House - U. S. Global Investors, Inc. ■ Vancouver Stock Exchange ■ Yorkton Securities, Inc. 


Confirmed Mine Ministers 


Algeria: 

Advisor Anane Hocine 
Angola: 

Vice Minister Antonio Carlos Sumbula 
Botswana: 

Minister David N. Magang 
Burkina Faso: 

Minister Elie Ouedradgo 
Cameroon: 

Director Abessolo Abenelang 
Central African Republic 
Director L Bobongo 
Cote & Ivoire: 

Minister M. Lamine Fadilca 
Democratic Republic of the Congo: 
Minister Kambale Mututulo 


Gabon: 

Minister Paul Toungui 
Guinea: 

Director Alkajy Yansane 
Liberia: 

Deputy Minister James B. Konuwa, Sr. 
Mali: 

Minister YoroDiakite 
Malawi: 

Minister Rev. Dr. D. Lemani 
Mauritania: 

Minister Ngaide Lamine 

Mozambique: 

Minister John Kachamila 
Namibia: 

Minister Andimba Toivo ya Toivo 


Niger: 

Minister Mai Manga Boukar 
Nigeria: 

Minister Alhaji M. Kaloma Ali 
Senegal: 

Minister Magued Diouf 
South Africa: 

Minister PenuelJ Maduna 
Tanzania: 

Minister Dr. Abdallah O. Kigoda 
Uganda: 

Minister Gerald 5endawulah 

Zambia: 

Minister Christon Tembo 
Zimbabwe: 

Minister S.K. Moyo 


Registration Payment information) 

Kindly send the attached registration form with payment to the address listed below. Payment must be made in full 
at the time of booking. Payment is nonrefundable. 

Ri^stration fee: US$1095 

I will be paying by: □ Check (drawn on U5 bank) □ Rand wire transfer (please send me deoils) 

□ US Dollar wire transfer (please send me deoils) □ Credit Card (please complete details below): 
□ Visa □ MasterCard □ American Express Authorized Amount (US$) 


Card Number 


Cardholder Name (print) 


Exp. Date 
Signature . 


Company: 
Attendee: _ 
Address: _ 

City: 

Country: __ 

Phone: 

Email: 


Title: 


Province/State: 
Postal Code: _ 

Fax: 

Website: 


INTERNATIONAL INVESTMENT CONFERENCES, INC 

6310 Sunset Drive, Miami, FL USA 33143-4823 
Phone: (305) 669-1 963 Fax: (305) 669-0404 Toll Free: (800) 282-7469 (U.5. and Canada) 
Email: iiconf@iiconf.com Webaie: www.iiconf.com 
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NEWS: WORLD TRADE 


Hopes rise in EU-US meat dispute 

Fischler and Glickman hope to ‘tone down the rhetoric’ in meeting at Oxford conference 


NEWS DIGEST 


By Maggie Urry in Oxford 


Hopes for a resolution of the 
European Union trade war with 
the US over meat safety rose last 
night as Franz Fischler, the EU 
farm commissioner, and Dan Glick- 
man, US agriculture secretary, 
held talks on the sidelines of a 
farming conference in Oxford. 
England. 

Earlier. Mr Glickman told the 
conference that although he and 
Mr Fischler had “a habit of speak- 
ing frankly to one another" he 
hoped to “tone down the rhetoric”. 
He said nations had to put aside 
“politicised trade battles" and “tit- 


for-tat trade spats”. 

EU-US tension has grown as each 
side has threatened import bans on 
the other's meat. Last month the 
US announced a temporary ban on 
beef and lamb from several EU 
countries because of concerns over 
BSE. or mad-cow disease. 

In his speech. Mr Fischler said he 
greatly regretted the US move, 
which he did not consider justified. 
Nevertheless, he said, "I will do 
everything possible to avoid a dam- 
aging trade dispute." 

The EU has given the US an ulti- 
matum to tighten its meat Inspec- 
tion controls on exports of fresh 
meat and poultry. The EU is also 


due to bring in a ban on specified 
risk materials (SRMs), the parts of 
cattle thought most likely to carry 
BSE. on April 1. which would affect 
US exports. 

Mr Glickman says the SRM ban 
in relation to the US was based on 
assumptions that were “vigorously 
disputed by the scientific facts”. 

He said the rush by UK consum- 
ers to buy bone-in beef before a 
ban announced by the UK govern- 
ment went into effect, contributed 
to a “strong perception in the US 
that in the EU legitimate public 
food safety concerns may be being 
manipulated for the political pur- 
poses”. The comment was 


applauded by the audience. 

Mr Glickman also said ultima- 
tums were extremely counter-pro- 
ductive and jeopardised billions cf 
dollars of trade between the US 
and the EU. On the SRM ban, he 
said the US should be granted BSE- 
free status: “There have beat no 
documented cases of BSE in the 
US” 

Mr Glickman told the conference: 
“These are critical times for agri- 
culture”. as world trade talks on 
agricultural products are due to 
begin in 1999. 

The US reformed its system of 
farm subsidies two years ago, 
switching from product- related 


subsidies to direct payments to 
fanners, an ^ moves to w f n ™ the 
EU Common Agricultural Policy 
were “critical to the evolution of 
world trade”. 

He said his advice to Europe, 
given the US experience, was: 
“Look ahead, be principled and be 
bold." He said: “There is an old 
saying: one cannot cross a chasm 
in two small leaps.” 

The' UK government has' critic- 
ised tiie commissions proposals for 
reform, called Agenda 2000, for foil- 
ing to take full account of the next 
world trade talks which may neces- 
sitate a further round of reform. 
Editorial comment. Page 11 


Arianespace to 
seek FFrlbn 


Ambitions slimmed for I Talks on US-Vietnam air 


Arianespace, the 53«smpany European consortium with 
mare than 50 per cent of the world's commercial satellite- 
larmfhrng market, is to ask shareholders to approve a 
nearly FFrlbn ($164m) capital jkncrease to fund invest- 
ment. .Tran-Marie Luton, chairman, made the disclosure 
white ctoaignating 1998 an important year for the censor- 
H um to define its strategy for tackling increasing competi- 
tion. He indicated the company would make considerable 
efforts to break into the market for launching compara- 
tively low-altitude “constellation” satellites used in . .. 
mobile tp^****™™ iinicatlonB- 

After last year’s successful launch, at the second •• ^ 

attempt, of the new Ariane 5 rocket, which Is capable of 
carrying much heavier payloads than its-predecesgorvti^e 
Ariane 4. two further Ariane 5 launches are planned for 
■ jQog __ nru» in the middle and nw** at the end of the yean 
Mr Luton said Arianespace currently had . a launch order - 
book for 43 satellites. David Owen, Paris 


AIRCRAFT LEASING 


f nrP j an investment nset deal could begin in Mnrch ge in $7oom engine order 

lUXvlull 111 V VlJ lillvil l L/Clvl ™ International Lease Finance Corp. the aircraft-least 
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By Guy de Jonquferes 


T he world's leading 
industrialised econo- 
mies launch a final 
push month to complete 
negotiations on an interna- 
tional agreement on the 
treatment of foreign direct 
investment. 

However, the planned 
agreement, in the Organisa- 
tion for Economic Co-ope ra- 
tion and Development, is 
expected to be much less 
ambitious than envisaged 
when the talks began 2 Vt 
years ago. 

OECD members have 
abandoned hopes of negotia- 
ting speedy liberalisation of 
one another's restrictions on 
inward investment and of 
agreeing common principles 
to ensure non-discriminatory 
taxation of foreign-owned 
assets. 

As a consequence, diplo- 
mats say. the planned Multi- 
lateral Agreement on Invest- 
ment (MAI) is unlikely to 
lead to any substantial 
change in OECD govern- 
ments’ policies and practices 
affecting foreign investment. 

The talks' goals have been 
sharply scaled down because 
of concern that continuing 
differences over issues such 
as liberalisation could rule 
out plans to reach a deal by 
the OECD ministerial meet- 
ing in late April. 


The agreement was origi- 
nally supposed to be signed 
at last year's OECD ministe- 
rial meeting, but the dead- 
line was extended because of 
slow progress. Governments 
have decided to settle for a 
limited accord, rather than 
seek a further, politically 
embarrassing postponement. 

The downgrading of the 
project is particularly disap- 
pointing for the US. The 
negotiations were launched 
alter heavy lobbying by 
Washington, which saw 
them as a way to pressure 
other governments into low- 
ering barriers to investment 
from abroad. 

However, other OECD 
members have resisted these 
demands, partly because the 
US has appeared unwilling 
to remove restrictions which 
limit foreign investment and 
the rights of foreign compa- 
nies to do business in its 


own economy. 

The talks have also been 
complicated by the interna* 
tional dispute over the US 
Helms-Burton and D'Amato 
laws, which aim to penalise 
foreign companies investing 
in Cuba. Iran and Libya. 

The OECD negotiations 
have been designated as the 
principal forum for cooling 
the dispute, but a settlement 
remains elusive. Some diplo- 
mats fear the MAI could still 
founder unless the US 


Old enmities 
still hamper 
US-Iran ties 


By Robin Allen in Dubai 


Profound historical 
suspicions of the US and 
resentment over its past 
behaviour will slow the prog- 
ress of any official Lrani- 
an-US dialogue, no matter 
what new ground President 
Mohammad Khatami breaks 
in his historic broadcast to 
the American people, accord- 
ing to Iranian analysts in 
Tehran. 

However, his interview, 
due to be aired on the US 
Cable News Network (CNN) 
last night, will in effect kill 
the taboo in Iran that has 
made an open dialogue with 
America impossible since 
Iranian students stormed the 
US embassy in Tehran in 
November 1979 and the US, 
in retaliation, cut diplomatic 
relations and froze $l2bn of 
Iranian assets in the US. 

Mr Khatami, who first pro- 
posed a “dialogue with the 
American people” when he 
opened the 54-state Organi- 
sation of Islamic Conference 
(OIC) summit in Tehran last 
month, will be the first Ira- 
nian leader since the 1979 
Islamic revolution to launch 
a dialogue with the Ameri- 
can people. 

This in Itself is a landmark 
and marks the beginning of 
a new era, analysts say. “It 
will force Iranian emotions 
and US prejudices out into 
the open, and eventually 
pave the way for the resump- 
tion. no matter how many 
months or years ahead, of a 
more meaningful and less 
sterile relationship,” one 
analyst said. 

But the US. Iranians 
warned, should not make the 
mistake of underestimating 
the depth of Iranian national 
suspicions, nor of “exagger- 
ating the negatives" - the 
distinction between the ten- 
tative dialogue proposed by 
President Khatami, and the 
defiance reflected in the 
speeches and slogans of Aya- 
tollah Ali Khamenei, Iran's 
spiritual leader, who 
remains, at least for the fore- 
seeable future, the ultimate 
authority on the implemen- 


tation of Iranian foreign pol- 
icy. Iranians insist the mes- 
sages from both are consist- 
ent, not contradictory. 

Ayatollah Khamenei 
speaks not only for the con- 
servative diehards with a 
vested interest in the status 
quo and Iran's relative isola- 
tion, but also for an Islamic 
nation with long historical 
grievances against foreign 
powers, notably the US, 
since its overthrow in 1953 of 
Mobammad Mossadeq. the 
nationalist prime minis ter. 

Mr Khatami’s carefully 
worded statements, Iranians 
say, take these factors into 
account. But, as befits a 
head of government swept 
into office last May in a 
landslide victory. Mr Khata- 
mi's statements also reflect 
Iran's immediate interest. 

That Iran has no quarrel 
with the American people, 
only with its politicians, is 
“a deliberate attempt to 
accentuate the positive", 
according to one senior west- 
ern diplomat in Tehran. “Mr 
Khatami is not departing 
from established Iranian pol- 
icy. He knows Iran has an 
image problem with the US." 

But the US also has an 
image problem with Iranian 
public opinion. 

Tbe US wants Iran to stop 
undermining the Middle 
East peace process; to stop 
supporting “terrorism": and 
to cease developing weapons 
of mass destruction. It also 
expects Iran to provide an 
acknowledged official repre- 
sentative with wbom the US 
can talk. 

Iranians retort that opposi- 
tion to Israeli occupation of 
Palestinian and other Arab 
territories is supported by all 
Islamic countries, many or 
whom are friendly with the 
US. All of these Islamic 
states, including Iran, have 
also condemned “terrorism 
In all its forms”. 

Iran, they point out, unlike 
Israel, has signed and rati- 
fied all three UN treaties on 
nuclear non-proliferation, 
nuclear test bans, and the 
ban on the manufacture of 
chemical weapons. 


quickly resolves differences 
over its legislation with 
other OECD members, nota- 
bly the European Union, 
Canada and Mexico. 

Washington has recently 
sought in the MAI talks to 
emphasise labour and the 
environment, proposing pro- 
visions on these issues mod- 
elled on “side agreements” 
in the North American Free 
Trade Agreement. 

Some OECD members, 
notably Britain and France, 
broadly support US 
demands. But others simply 
want language stating that 
the MAI does not conflict 
with labour and environ- 
ment standards in multilat- 
eral agreements and 
national policies. 

Other matters still to be 
resolved include French and 
Canadian demands that 
investment in cultural activ- 
ities be exempted from the 
MAX and tbe Ell's insistence 
that its members be allowed 
to treat one another's invest- 
ments more liberally than 
those from third countries. 

The planned agreement 
would be backed by disputes 
procedures, allowing inves- 
tors to challenge unfair 
treatment by host govern- 
ments. Some OECD non- , 
members, including Argen- 
tina, Brazil and Hong Kong 
have expressed interest in 
signing the agreement. 


By Jeremy Grant in Hanoi 


West 
wonders 
what it 
can do in 


Algeria 


But Algiers wants 
no outside 
interference, writes 

Roula Khalaf 


E uropean governments 
are finding them- 
selves under pressure 
to formulate a coherent ini- 
tiative to try to resolve the 
Algerian conflict They have 
been accused of shameful 
silence while blood has been 
spilled in Algeria for several 
years, and of wishfully 
thinking the military-backed 
authorities would bring an 
end to the killings. 

But the dilemma for Euro- 
pean Union officials, meet- 
ing today to discuss Algeria, 
is that any western interven- 
tion is met with aggressive 
rejection from Algiers. 

Western backing for the 
government since the crisis 
erupted in 1992. coupled with 
confusion about the conflict 
and the fact it no longer 
lends itself to easy solutions, 
makes any review of policy 
difficult. 

The pressure on European 
governments comes from 
international public opinion 
outraged by the slaughter of 
Algerians, many of them 
women and children, every 
day. 

Some observers say west- 
ern policy on Algeria is 
partly to blame Tor allowing 
the conflict, which erupted 
when the army in 1992 
stripped the Islamic Salva- 
tion Front (FIS) of electoral 
victory, to escalate. Terrified 
of the prospect of an Islamist 
regime in Algiers, the west 
turned a blind eye to the 
army's move and has since 
backed Algiers financially in 
its drive to eradicate Islam- 
ist militants. 

The problem is that, since 
1992. Europe has looked to 
France to lead policy on 
Algeria. France's colonial 
past in Algeria - 130 years of 
occupation which crushed 

the Algerian identity- - has 
made for a complex and 
emotional post -colonial rela- 


US aviation officials said 
yesterday they were optimis- 
tic that talks could start 
with Vietnam in March over 
a draft aviation agreement, 
in a move that brings the 
two former enemies closer to 
establishing the first air 
links since the end of the 
Vietnam war in 1975. 

The process started three 
years ago but has repeatedly 
foundered on competition 
issues such as so-called fifth 
freedom rights, letting carri- 
ers to Vietnam pick up pas- 
sengers en route. 


Three US airlines - Delta 
Airlines. United Airlines and 
Northwest Airlines - are 
keen to fly to the commu- 
nist-run country. Delta is 
understood to be considering 
a code-sharing deal with 
Swissair for a route to Ho 
Chi Minh City. 

However, Hanoi fears that 
allowing more than one US 
airline into Vietnam will 
threaten its flag carrier's 
lucrative grip on most inter- 
national routes. Vietnam 
Airlines is currently consid- 
ering aircraft acquisition for 
a US route, industry sources 
say. 


Pat Murphy, deputy assis- 
tant secretary at the US 
Department of Transporta- 
tion. said Washington had 
handed Hanoi a fresh .pro- 
posal on what an air services 
agreement might look like. 
He said talks could start in 
the third week of March. 

However the proposal 
envisaged “quite a limited 
regime”, he said. “Typically 
we press for ‘open sky* 
agreements but this doesn't 
take that approach with 
Vietnam. Tbe kind of rela- 
tionship is limited. The clos- 
est parallel is the one we 
entered into with China." 


Airline link inquiry opens 


By Emma Tucker in Brussels 


The European Commission 
yesterday opened a formal 
anti-trust inquiry into Air 
France's partnership agree- 
ments with Delta Airlines 
and Continental Airlines of 
the US. 

The announcement brings 
to six the n umb er of airline 
alliances under investigation 
by the Commission's compe- 
tition services, including the 
controversial link-up 
between British Airways and 
American Airlines. 

The other four are Luft- 
hansa-United Airlines, SAS- 


United Airlines. British Air- 
way s-US Air, and KLM- 
Northwest 

Brussels, charged with 
ensuring that the alliances 
do not stifle competition in 
Europe, is expected to give 
its preliminary views on 
most of the alliances next 
month. It is likely to require 
substantial changes to many 
of the agreements, including 
the ceding of slots at Euro- 
pean airports. 

The Commission is at log- 
gerheads with British Air- 
ways and American Airlines 
over how far its planned alli- 
ance should he altered, in a 


preliminary assessment 
Brussels said BA would be 
required to give up some 350 
slob at London’s Heathrow 
Airport 

Air France agreed last 
year with tire US airlines to 
coordinate their reservation 
systems, sales and market- 
ing efforts and landing slots 
on both sides of the Atlantic. 
The deals are designed to 
give travellers better access 
to Air France's domestic. 
African and Asian flights an 
one side, and to Continental 
and Delta's growing Latin 
American and domestic net- 
work on the other. 


NEWS: INTERNATIONAL 



A boy and girl cry in the streets of Chekala village, where their family were killed in a 
massacre last weekend ap 


t tons hip and left Paris Ill- 
suited for the task. French 
decision-making has been 
driven by two currents, one 
calling for dialogue with 
Islamists, the other for 
unconditional support for 
the regime. This has often 
led to paralysis and support 
for the government. 

“It has always been that 
policymakers convinced 
themselves of the goodwill of 
the regime, insisting it was 
close to our values and it 
couldn't be totally negative," 
says a French diplomat. 
"This made our policy ratio- 


suspect Islamist extremists 
opposed to both the regime 
and the FIS have been infil- 
trated by factions of the 
regime, as the FIS contends. 
Algiers denies this. 

The EU has asked Algiers 
for an accurate explanation 
of the conflict and. prefer- 
ring that the United Nations 
be involved in any initiative, 
EU officials have suggested 
Algiers invite UN officials 
and listen to their sugges- 
tions. 

European officials say 
Paris appears willing for the 
first time to allow the EU to 


Klaus Kinkel. Germany's foreign minis ter, yesterday 
widened his initiative to stop the massacres in Algeria, to 
include the countries of the Arab League, Peter Norman 
writes from Bonn. 

He called on Algeria “to allow itself to be helped". 
Algeria's crisis, be said, needed a political solution and 
could not be solved by force alone. 


nal. The worst fear has 
always been Islamic funda- 
mentalism and tbe spread of 
terrorism to France." 

Today, the west is com- 
forted by the fact tbe regime 
has consolidated power by 
pushing the FIS from the 
political scene and setting 
up a new political system 
with a democratic appear- 
ance, even if elections with- 
out the FIS are denounced 
by the opposition as rigged. 

As Algeria becomes an 
important supplier of natu- 
ral gas to Europe, the coun- 
try’s oil and gas riches have 
remained sheltered from 
attacks. 

Western officials say they 
have an Imperfect under- 
standing of the violence and 
why it has reached such hor- 
rific levels. Many diplomats 


take the initiative. “The 
French seem to have come to 
the conclusion that putting 
themselves under the EU 
umbrella is better than con- 
tinuing to pretend the prob- 
lem does not exist," said a 
European official in Brus- 
sels. 

At the same time, the EU 
is under pressure to appear 
to be taking action as tbe US 
shows more interest in the 
conflict. The US State 
Department this week took 
the step of publicly encour- 
aging an independent 
inquiry into the human 
rights situation. 

But what could the EU 
accomplish in Algeria? The 
Algerian government's posi- 
tion is that International 
inquiries are unacceptable, 
as are suggestions that the 


government should talk to 
the FIS, even though the 
FIS’s armed wing called for a 
ceasefire in October and is 
not believed to be Involved 
in civilian killing s 

“Helping us fight terror- 
ism means putting an end to 
the activities of Islamist net- 
works In European countries 
and working For an interna- 
tional co-operation on terror- 
ism,” says a foreign ministry 
spokesman. 

European officials say 
Algiers is no longer as 
dependent on the interna- 
tional community for finan- 
cial assistance. “They cannot 
be easily bullied around 
unless there Is a concerted 
western pressure, perhaps 
even through oil companies, 
and this is very unlikely." 
says a European official. 
Moreover, any serious pres- 
sure on the government, 
says an expert on French 
policy, would mean “to fully 
acknowledge the fact that in 
violation of democratic prin- 
ciples we supported the 
wrong guys". 

For now, says a European 
official, “We don't know 
what to do, so we might send 
a few ministers there and 
give money to victims, but it 
will not solve the problem." 
It would already be a big 
step, he adds, if discussions 
taking place in the EU led to 
the decision that indepen- 
dent assessments of the kill- 
ings were needed. “It would 
be a first step to clarify tbe 
situation so at least we can 
know what is happening. 
What can at least be done is 
to test whether pressure can 
be put on the Algerian gov- 
ernment." 



International Lease Finance Corp. the aircraft-leasing '•. . 
company, yesterday ordered $70Qm in aircraft engines 
from General Electric and a General Electric joint com- ' 
pany. ILFC made a $200m order for 28 General Electric - 
CF6-80C2 engines to power new Boeing 747 and 767 wide- 
body aircraft. ILFC also placed a $500m order for CFMS6 
en gines to power 10 Airbus Industrie aircraft and 31 Boe- 
ing 737s. 

CFM56 engines are produced by CFM International, a 
50-50 joint company between Snecma of France and Gen- 
eral Electric. Reuter, Evendak 


INDIAN EXPRESSWAY 


Malaysian group wins deal 


IJM, the Malaysian construction and property group, has 
been awarded a $32.6m contract to build a 13km section of 
the controversial 84km Bombay to Pune Expressway in 
the Indian state of Maharashtra. 

Tbe state government took over responsibility for the . 
construction of the six-lane highway after it failed to 
agree terms with Reliance Group for private-sector fund- 
ing and operation of the road. The state plans to raise the 
cost of the project from loans and from property develop- 
ment along the route. IJM has formed a joint venture ' 
with Satyam Construction of India to build its section of 
the route. 

The expressway, expected to cost up to 8450m, is needed 
to ease congestion on the existing NH 4 state highway. 
Hie project, however, has been opposed by environmen- 
talists concerned about the forested hills of the Western . 
Ghats. Andrew Taylor. Construction Correspondent 


FLOAT GLASS PLANT 


Nippon wins Vietnam licence 


Nippon Sheet Glass has obtained a licence to build and 
operate a Sl45m Vietnamese float glass plant in Ho Chi 
Minh City. 

Some 30 per cent of the glass is expected to be exported 
to neighbouring countries under the licence which would 
run for 48 years. Andrew Taylor 


NEWS DIGEST 


Israel-Turkey 
exercise begins 


Israeli and Turkish warships accompanied by a US 
destroyer launched a search-and -rescue exercise yesterday 
that irate Arab states and Iran branded ominous and 


aggressive. 

The 12-hour manoeuvres, under bright sunshine and in 
calm.eastem Mediterranean seas off Israel's Haifa port, 
illustrated deepening defence ties between the Middle 
East's foremost military powers. 

All three nations taking part in the exercise rejected the 
Arab and Iranian allegations, stressing the drill was n on- 
combative and purely humanitarian. 

Yitzhak Mordecbai, Israeli defence minis ter, said there 
was a security aspect to the manoeuvres, the first of their 
kind since the Jewish state and secular but mainly Mos- 
lem Turkey forged a military agreement in 1996. 

But he said such drills served Israel’s ability “to defend 
itself against any threats that can happen in the region". 

No shots were being fired during the manoeuvres wit- 
nessed by close to 100 journalists. 

Syria. Iraq. Iran and Egypt all condemned the exercises, 
reflecting what analysts said were fears that Israel, Tur- 
key and Jordan were moving towards a new strategic alli- 
ance. Reuters, aboard USS John Rodgers 


SOUTH AFRICA 


Botha to be prosecuted 


P.W. Botha, South Africa's last apartheid president, is to 
be prosecuted for defying a subpoena to appear before the 
truth commission, prosecutors said yesterday. 

"A prosecution Is warranted not only in law but also in 
the public interest," Frank Kahn, attorney-general for 
Western Cape province, told a news conference in Cape 
Town. 

He said Mr Botha had been summoned to appear in 
court in George, the coastal town where he lives, on Janu- 
ary 23. 

Archbishop Desmond Tutu, Truth and Reconciliation 
Commission chairman, laid charges against Mr Botha on 
December 19 for foiling to appear to testify on the activi- 
ties of tbe state security council, which imposed a state of 
emergency in the 1980s in efforts to main tain white rule. 

Mr Botha, 81, one of two surviving apartheid presidents, 
ruled South Africa from 1984 until he handed power in 
1989 to F.W. de Klerk, who later unbanned black organisa- 
tions and released Nelson Mandela from J ail , in effect end- 
ing apartheid. He has remained defiant, saying he has 
nothing to apologise for and no reason to appear before 
the commission. Reuters, Cape Town 


ISRAEL BUDGET 


Deficit well below target 


Israel's budget deficit for 1997 was 2.4 per cent of gross 
domestic product, well below the government’s original 
target of 2JB per cent, according to preli minar y figures 
published yesterday by the finance ministry. The deficit, 
which totalled ShkS.ibn (£L3bn) instead of earlier projec- 
tions of Shkl.6bn, was financed completely by privatisa- 
tion receipts which last year amounted to Shk8.49bn. 

The finance ministry said this meant the government 

did not have to take out any fresh loans, and even man- 
aged to reduce the overall debt by Shk700m. 

The 1997 budget deficit figures are a further boost for 
the government, which pushed through cuts of Shk2.3bn 
In this year's budget. Judy Dempsey, Jerusalem 
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CPC International has become Bestfoods 
and Corn Products International. 



BESTFOODS 








/ Satisfying a Global Appetite 

$8.5 billion in revenue; thriving operations in over 60 countries and sales 
in 1 1 0; a roster of some of the world's best-loved brands; a seasoned 
international management team; a track record of growing profits. Credentials 
any company would prize. With two powerhouse global brands, Knorr and 
Hellmann's, and more than 90 years of experience in international markets, 
the new Bestfoods continues a tradition of satisfying a global appetite— for 
high-quality foods and for profitable global expansion. You'll find 
^Bestfoods products in kitchens all over the world . And you'll find our stock 
BP listed under BFO on the New York Stock Exchange. 
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NEWS: THE AMERICAS 


Amex tries to tap black wealth 


By Nikki Tat in Chicago 

In an effort to tap into the 
increasingly affluent Afri- 
can-American community. 
American Express, the US 
financial services group, will 
today ann ounce an alliance 
with South Shore Bank, one 
of the oldest and largest 
community development 
banks, whose customer base 
is concentrated In Chicago's 
predominantly black neigh- 
bourhoods. 

The arrangement will see 
American Express Financial 
Advisors, Amex's financial 
plannin g arm, place advisers 
in South Shore's banking 
centres, where they will aim 
to market products ranging 
from tax -planning to mutual 
funds and equity invest- 
ments. 


Fees arising from business 
generated will be split 
between Amex and South 
Shore. 

Lorenzo Wilson, AEFA’s 
district manager, said yester- 
day that the initiative was 
the largest the financial ser- 
vices company had under- 
taken with a community 
development institution. 

It does have a similar 
existing arrangement with 
United Rank in Philadelphia, 
although in this case the 
local bank is minority- 
owned. 

South Shore, which 
maintains about 68.000 
accounts and has been 
operating for more than two 
decades, is owned mainly by 
institutional investors. 

Mr Wilson said that AEFA 
was primarily targeting 


individuals or households 
with annual incomes of 
$50,000 or more, but added 
that a number of insurance 
and retirement-related 
products might be applicable 
to lower-income earners. 

For South Shore, Margaret 
Cheap, president, said the 
arrangement should allow 
the bank to provide a full 
range of services, which its 
size would not permit rt to 
develop independently. In 
1996, the bank's assets stood 
at around $680m. 

Chicago's population is 
split almost equally between 
African-Americans and 
Caucasians, but the city is 
notorious for its segregated 
residential neighbourhoods 
- a situation which is 
changing only slowly. 

South Shore Bank has 


outlets in neighbourhoods 
such as Chatham, which has 
long been regarded as one of 
the more stable, “middle 
class” black neighbourhoods, 
and Bronzevflle. as well as 
South Shore itsel£ 

Mr Bob Weissbourd, vice 
president of the Sho rebank 
holding company, 
acknowledged that average 
incomes in South Shore were 
around $22,000 a year, 
compared with, say, $124,000 
in Kenilworth, one of 
Chicago's richest northern 
suburbs. 

But he pointed out that 
the higher residential 
density meant that the 
concentrated spending 
power in the southside 
neighbourhood was actually 
twice as great. 

South Shore, he said, was 


looking at a number of other 
situations where it might be 
able to provide the 
distribution network for a 
larger organisation. 

In particular, he cited 
discussions with 

Illinois-based State Farm, 
the biggest car and 
household insurer in the ITS 
and an existing investor in 
Shore bank. 

Both American Express 
and South Share Bank may 
look at similar arrangements 
in either Cleveland or 
Detroit, which also house 
large African-American 
communities and where the 
local bank has been looking 
to expand its operations. 

However. Mr Weissbourd 
said that any initiative in 
these markets was probably 
several years down the road. 


Water wars ebb away in west 

Washington’s attitude has helped to turn the tide, writes Christopher Parkes 


T he water wars of the 
US west, which for 
most of this century 
have pitted town dwellers 
against farmers, cities 
against cities, and made rich 
men of successive genera- 
tions of lawyers, are drawing 
to a close. 

Under pressure from 
Washington, the keystones 
of an enduring and equitable 
peace are being crafted by 
California. long the biggest 
and greediest consumer, and 
its neighbours In the Lower 
Colorado Basin, Arizona and 
Nevada. 

Imaginative plans for stor- 
age. sharing, a regional free 
market in water - and the 
repair of some of the worst 
environmental damage - 
have replaced the old profli- 
gacy. obduracy and neglect. 

Milestones from the past 
few weeks alone include an 
agreement for parched San 
Diego to buy water from 
farmers in the Imperial Val- 
ley, the release of initial 
funding for a $2bn project to 
restore the bay and delta 
wetlands near San Fran- 
cisco, and federal permission 
for interstate trade in Colo- 
rado River water. 

December's acknowledg- 
ment by Los Angeles, after 
decades of denial, that it is 
responsible for and will pay 
to repair the environmental 
decay which started in 1913 
when it appropriated the 
Owens River - 200 miles dis- 
tant - exemplifies the concil- 
iatory mood. 

Although the details are 
not yet settled, the fact that 
LA after decades of litigation 
has admitted guilt and 
pledged to return water to 
the dried-up Owens Lake, 
which has become a health- 
threatening dust bowl, was 
hailed in the Los Angeles 
Times as an end to "feudal” 
arrogance. 

Economic expansion, the 
cause of the conflicts in the 
first place, has now become 
the m ai n argument for peace 



Bruce Babbitt on a raft trip down the Colorado River ap 


in the region, which is con- 
fronted by population 
growth 50 per cent and mare 
above national levels. 

Arizona has started stor- 
ing water underground in 
aquifers, for use or sale, and 
California has heeded warn- 
ings the state will be chroni- 
cally short of water within 
20 years without new poli- 
cies, and is following suit. 

A sense of common cause 
- nurtured by the belated 
recognition that water sup- 
plies are finite - is displac- 
ing petty jealousies. 

Much of the momentum 
behind these shifts has come 
from Washington's liberal 
use of stick-and-carrot poli- 
cies to enforce the federal 
authorities' determination to 
engineer the transfer of 
water from farm to urban 
use. and save the environ- 
ment from further depreda- 
tions. 

Californian agriculture, a 
$20bn-a-year industry, uses 
80 per cent of the water con- 


sumed in the state annually. 
As the founders of the econ- 
omy, farmers have long 
enjoyed huge entitlements at 
heavily subsidised prices. A 
San Diego household, for 
example, pays 100 times the 
agricultural rate for its sup- 
plies. 

The offer of federal funds 
for work on the San Fran- 
cisco bay and delta - where 
dozens of species had disap- 
peared and others such as 
the Chinook salmon, steel- 
head trout and delta sprat 
are still threatened - was 
conditional on a water-shar- 
ing agreement between agri- 
culture and urban users. 

The reclamation work is 
one result of the Central Val- 
ley Project Improvement Act 
of 1992, which legalised the 
sale of water from the proj- 
ect's resources - in effect 
allowing cities to buy farm 
water for the first time - 
and set in train the process 
gathering pace today in the 
south of the state. 


Recent advances in the 
south followed a warning a 
year ago from Bruce Babbitt, 
federal Interior secretary, 
that he would impose limits 
if California did not abandon 
its long-term practice of 
drawing 20 per cent more 
than its allocation from the 
Colorado River. 

Many expected" further 
attacks on the state when he 
visited the region late last 
month, but by then his dis- 
approval had moderated. 

He was encouraged by 
progress, he said, as he 
unveiled a scheme far inter- 
state water sales within the 
Lower Colorado River 
region. “If we work this 
well.” he said, there would 
be water enough for alL 

And he knows where 
much of it is to be found. 
Suspending bis broad-based 
attack on Californian poli- 
cies, he focused his fire on 
the farmers of Imperial Val- 
ley, the largest irrigation dis- 
trict in the world, which 


yearly consumes almost 
three-quarters of California’s 
annual allocation from the 
Colorado River. 

Together with two smaller 
irrigation areas nearby, the 
valley is entitled under rules 
introduced when the state 
was sparsely populated to 
3 -85m of the 4.4m acre-feet 
the entire state is allowed to 
take each year. An acre-foot 
is enough to supply two 
average families for a year. 

Claiming for himself the 
title “Master of the River," 
Mr Babbitt said the time had 
come “for me to take a- more 
active role". 

Waving his familiar stick, 
he said that unless the area 
limited its use, he would 
block its plan to sell water to 
San Diego for 75 years, and 
deprive it of annual reve- 
nues of up to $50m. 

Waving the customary car- 
rot, he said it was time for 
the federal government to 
help save the heavily pol- 
luted Sal ton Sea. 


Canada 

‘regrets’ 

native 

Indian 

policies 

By Scott Morrison 
In Vancouver 


The Canadian government 
yesterday expressed “pro- 
found regret” for policies 
that suppressed, and in 
some cases destroyed, native 
Indian languages and cul- 
tures after the arrival of 
European settlers hundreds 
of years ago. 

The expression of regret, 
which fell short of a fall 
apology demanded by native 
groups, was part of a federal 
government statement of 
reconciliation which called 
for a new relationship 
between aboriginal and non- 
aboriginal Canadians. 

Jane Stewart, minister of 
Indian and northern affairs, 
said federal authorities 
most find ways to allow the 
country's 1.3m aboriginal 
people to participate folly in 
the c ount r y ’s political, eco- 
nomic and social affairs 
while preserving their cul- 
tural identities. 

Initiatives designed to 
meet this goal would con- 
trast sharply with the gov- 
ernment's former policy of 
trying to assimilate native 
groups. Ms Stewart said the 
government intended to 
strengthen aboriginal self 
government and design a 
new fiscal relationship that 
provides a stable flow of 
funds in s u pport of trans- 
parent and accountable com- 
munity development 

The government's state- 
ment was the long-awaited 
response to a 1996 report by 
a royal commission on 
aboriginal peoples that 
called for hundreds of fed- 
eral policy changes and rec- 
ommended the government 
increase its annual spending 
on native peoples to C$2bn 
(US$1.4bn) by 2000. 

The move follows a recent 
landmark Supreme Court 
decision which strengthened 
native peoples’ ownership 
rights to ancestral territory 
and gave aboriginals greater 
discretion to decide how 
they used their land. The 
decision, which applied to 
native groups that had -not 
signed away their lands 
through treaties, is expected 
to give them increased bar- 
gaining power with provin- 
cial governments to negoti- 
ate outstanding land claims. 

Ms Stewart offered a spe- 
cial apology to aboriginal 
people who were as children 
separated from their fami- 
lies to attend federally 
administered residential 
schools, at which they were 
not allowed to speak their 
own languages or learn 
about their culture. Scores 
of natives have come for- 
ward to denounce physical 
and sexual abuse they suf- 
fered at the schools. 


Workers launch a bitter strike over surplus millions at Mexico’s national pawnshop 

Fight to the death at Mountain of Pity 


By Henry Tricks 
in Mexico City 

F orget the January 
sales. In Mexico City 
the biggest post- 
Christmas queue is usually 
at the pawnshop. 

So it was that this week, 
hundreds of Mexicans were 
disappointed when they 
turned up to pledge their 
jewellery to pay the bitter 
price for all that cheer, only 
to find the national pawn- 
shop - a 222-year-old part- 
loan-making, part-charitable 
institution - shut by a 
strike. 

Since December 19. work- 
ers of the Nacional Monte de 
Piedad (National Mountain 
of Pity) have picketed the 
organisation's colonial-era 
headquarters in the capital's 
main square, demanding a 
wage rise they say has been 
denied them for two years. 
They assert they are also 


engaged in a “fight to the 
death" with management 
over the future of an institu- 
tion which was set up to 
help Mexico's poorest, but 
which has somehow gener- 
ated $225m in cash that it 
now sits on. 

The dispute bas become an 
ugly slanging match and a 
problem for the government. 
The Nadonal Monte de Pie- 
dad union and the overseers 
of Mexico's main charitable 
institution are accusing each 
other of dipping into the 
boney pot. 

How. the union asks, can a 
charity in a country with 
40m poor justify making one 
of its biggest donations last 
year - some $750,000 - to 
erecting huge national flags 
put up partly to please Presi- 
dent Ernesto Zedillo? 

Why. it adds, were there 
plans to install a Monte de 
Piedad pawnshop in one of 
Mexico City's poshest neigh- 


bourhoods, in a house with a 
swimming pool and a gym? 

Victor Garcia Lizama, who 
heads the Private Assistance 
Committee overseeing chari- 
table contributions from 
Monte de Piedad, responds 
to such questions without 
equivocation. The flags, be 
says, generate community 
spirit. 

“Monte de Piedad under- 
stands what the president 
means when he says he 
wants to rebuild civic spirit 
It wanted to collaborate by 
donating the flags.” 

As for the up-scale pawn- 
shop in the western suburb 
of Herradura, he rejoins that 
plenty of Mexico's rich run 
up against cash-flow prob- 
lems and are forced to send 
their chauffeurs to pawn the 
family jewels. 

“Many women may spend 
their allowances playing 
bridge. So we're thinking of 
putting In a pawnshop for 


rich people, where they can 
go and be attended without 
having to form a queue.” 

Such talk sticks in the 
craw of union members, who 
complain that an institution 
built with the poor at heart 
has been crippled by under- 
funding. 

They say their salaries 
have withered since 
Mexico's 1995 economic cri- 
sis, even as the number of 
people relying on pawning 
possessions as their sole 
source of credit has soared. 

Set up in 1775, Monte de 
Piedad has been to genera- 
tions of Mexicans a way to 
raise cash. Goods - mostly 
cheap jewellery - are scru- 
tinised, a portion of their 
value is handed over as a 
loan, and customers are 
required to pay a 5 per cent 
monthly interest rate and 
reclaim their goods within 
five months to avoid losing 
them. 


Proceeds go to a wide mix 
of charities. But the 
amounts donated have been 
modest, explaining the enor- 
mous build-up in funds. In 
1997, $18m went to some 350 
projects. 

In previous years, it was 
less than half that. It is what 
to do with the surplus mil- 
lions that has brought Monte 
de Piedad to a standstill The 
union says it wants more 
space and higher wages to 
end the queues and ineffi- 
ciency that have earned the 
institution the nickname. 
Mountain Without Pity. 

Mr Garcia Lizama - an 
appointed official - has 
other ideas. He plans to set 
up 34 new branches around 
the country in the next 18 
months, doubling the cur- 
rent number. 

With his support, the insti- 
tution has recently started 
accepting titles to mortgages 
in exchange for granting 


loans of up to $35,000. 

But to modernise Monte de 
Piedad. he says, manage- 
ment needs to weaken the 
union. He complains of a 
“network of family prob- 
lems" inside Monte de Pie- 
dad, because the labour con- 
tract allows workers to hire 
relatives. 

He accuses workers of 
overvaluing the jewellery of 
friends, and splitting the 
proceeds. “The system lends 
itself to corruption.'' he 
claims. With both sides at 
loggerheads, settling the 
matter is in government 
hands. For cash-strapped 
Mexicans, a solution could 
not come soon enough. 

Those anxious to reclaim 
pawned items this week 
were faced with locked 
doors. Hundreds with items 
to pawn went to a rival shop 
nearby, but grumbled that it 
did not pay as much as 
Monte de Piedad. 


NEWS DIGEST 


Nichols escapes 
death sentence 

Terry Nichols escaped a death sentence yesterday when? 
jury In Denver failed to reach agreement in the penalty 
phase in the Oklahoma. City bombing trial and was 
dismissed by the judge. - . 

Under US law. only a jury can impose a death sentence: 
US District Judge Richard Matsch had promised he would 
issue a penalty of less than life in prison if jurors decided 
to put the decision In hii hands. 

Nichols was convicted oxr December 23 of ; conspiracy 
and eight counts of involuntary manslaughter for the 
April 19 1995 bombing that killed 168 people. He was 
acquitted of first -degree murder and use of a truck bomb 
In the deadliest terrorist act ever on US soil 
Nichols' friend, Timothy McVeigh, was given a death 
sentence by a jury after he was convicted in June of '• 
murder, conspiracy and use of a truck bomb. AP. Denver 

■ HIGHER NICOTINE 


Biotech group in tobacco case 

A California biotechnology company agreed yesterday In 
plead guilty to conspiring with, the Brown and Williamson 


tobacco company to grow tobacco with a higher nicotine 
content in Brazil and other countries. . . 

The criminal information filed in Washington against 
DNA Plant Technology of Oakland was the first charge = 
filed in the Justice Department's broad investigation of 
the tobacco industry. The company agreed to co-operate 
with the investigation. 

The government cited the tobacco company as an 
unindicted co-conspirator and refused to name it But 
individuals familiar with the investigation said it was 
Brown and Williamson, the third largest US cigarette 
company. 

Late last year, 18 Brazilian farmers acknowledged they 
were growing high-nicotine leaf and many said they had 
been growing it for more than five years. 

The tobacco company and the biotech firm devised a 
scheme secretly to improve the high-nicotine tobacco in 
Brazil and other foreign countries because commercial 
growing of such high-nicotine tobacco is banned in the 
US, the government said. 

The tobacco company's goal was to develop a reliable 
source of high-nicotine tobacco that it could use to control 
and manipulate the nicotine levels of its cigarettes, the ’ 
government said. Higher levels of nicotine are thought to 
help “hook" smokers on cigarettes. AP, Washington 

M US WELFARE 


$21.7bn childcare plan 

President Bill Clinton yesterday proposed a $21.7bn 
package of grants and tax breaks to extend childcare 
facilities to working families as part of a drive to improve' 
support for low-paid families. 

The proposal is a knock-on from the welfare reform ... 
programme requiring extra spending on childcare, 
transport and health costs to get former welfare 
recipients into work. It would boost block grants to states 
for child care by $7.5bn over five years and add $5.2bn to 
expand the income tax credit working parents can claim 
for childcare expenses. 

The move is part of a string of measures initiated by the 
president in recent months and aimed at tackling 
insecurity among workers. It is directed at solidifying the 
Democrats* traditional electoral base by targeting key 
groups of votes whose support will be needed in the 
upcoming mid-term elections and in the presidential race 
in 2000. Nicholas Timmins, Washington 

POLL AFTERMATH 


Bombings in Guyana capital 

Guyana's capital Georgetown, was still tense yesterday 
with increased patrols by the security forces following 
two bomb blasts this week. The explosions - the latest at 
the country’s leading hotel Le Meridien Pegasus - 
coincided with street protests organised by the main 
opposition party to protest at the conduct of last month’s 
election which was won by President Janet Jagan's 
People's Progressive party (PPP). 

Desmond Hoyte, leader of the opposition People's 
National Congress (PNC), which is organising the 
protests, has distanced himself from the bombings that 
have injured one person. Canute James. Kingston 

MEXICAN RESHUFFLE 


New foreign minister named 

Rosario Green, one of Mexico’s most experienced 
diplomats, was yesterday named foreign minister, 
replacing Jos6 Angel Gurrfa, who was appointed finance 
minister as part of a cabinet reshuffle. 

Ms Green, a senator for the ruling Institutional 
Revolutionary party fPRD is not considered as close to 
President Ernesto Zedillo as her predecessor. But her 
track record includes a senior posting at the United 
Nations and the job of deputy Foreign minis ter 

Ms Green's appointment brings to an apparent end an 
overhaul of the government by Mr Zedillo. He replaced 
Emilio Chuayffet, the former interior minister, following 
an uproar over the massacre of 45 Indians in Chiapas. 
Guillermo Ortiz moved from the job of finance minis ter to 
become central bank governor, and Mr Gurria took Mr 
Ortiz’s place at the Treasury. Henry Tricks, Mexico City 

US ECONOMY 


Surge in new home sales 

Sales of new homes surged in the US in November to 
their h igh e st rate in more than II years while the supply 
of unsold homes fell to its lowest level in more than 26 
years, the Commerce Department said yesterday. 

New single-family home sales jumped 5.1 per cent - the 
biggest increase in a year - to a seasonally adjusted 
annual rate of 830.000 units, the strongest pace since April 
1986. The surge exceeded the expectations of Wall Street 
analysts who had predicted a sales pace of 806,000 units in 
November. They said the housing market was benefiting 
from solid consumer confidence and decl ining mortgage 
rates. 

The department said the supply of unsold homes fell to 
4-2 months' worth, based on current sales rates, the 
smallest inventory of new homes on that basis since July 
1971 - Reuters. Washington 


Outcry as doctor says he will create human clone 


By Victoria Griffith in Boston 

T here were renewed cries 
for tougher legislation on 
cloning yesterday 
following the announcement by 
US physicist Richard Seed that 
he planned experiments within 
the next three months on 
producing the first human done. 

The White House reiterated its 
call for a moratorium on human 
cloning and said it may push 
Congress to reconsider 
legislation introduced last year 
that was never put to vote. 


Dr Seed, an Independent 
scientist and entrepreneur who 
pioneered reproductive 
technologies in the 1980s. told 
National Public Radio that he 
hoped to create a human done 
using techniques developed by 
Scottish scientists to done a 
sheep. 

He wants to offer the method 
as a fertility treatment to parents 
who would prefer to use their 
own DNA to have a child, rather 
than rely on donated eggs or 
sperm. He is looking for venture 
capital to finance the procedure, 


and says he is negotiating with a 
Chicago -area clinic for the use of 
its facilities. 

Producing a human done will 
not be easy. 

Cloning entails removing toe 
DNA from a donated egg, and 
replacing it with the DNA of an 
adult. While the procedure 
worked in creating a sheep, 
questions remain about the 
efficiency of ceil division in such 
procedures. 

Scientists in Scotland made 
300 attempts to produce toe 
cloned sheep before achieving a 


single five birth. 

Political and religious leaders 
around the world have 
condemned human cloning. 

US President Bill Clinton 
issued a directive last year 
barring federal fending for human 
cloning experiments and asking 
the public and private 
sectors to refrain from research 
in this ansa. 

He also created a national 
bioethics commission, which 
later urged Congress to take 
immediate action. 

Several states are considering 


legislation banning human 
cloning and California already 
has such a Law in place. 

The Food and Drug 
Administration says it may also 
have the authority to bar 
research. The UK, Germany and 
France all prohibit human cloning 
attempts. 

Even if Congress takes action. 
Dr Seed says he will continue his 
experiments, establishing 
centres outside the US, if 
necessary, 

“We are going to have almost 
as much knowledge and almost 


as much power as God,” he said. 
“Cloning and the reprogramming 
of DNA is the first serious step In 
becoming one with God." The 
Chicago physicist envisions a 
chain of "human clone clinics" 
around the globe. 

Critics are concerned about the 
moral implications of the 
procedure. They wonder rf 
parents may start to place orders 
for clones of supermodels like 
Cindy Crawford or sports stars 
like golfer Tiger Woods. They 
also question toe wisdom of 
bringing up a child who is the 


exact genetic replica of one of 
the parents. 

If a human clone is created, 
risks are high that it may not 
develop normally. 

“It's not just a question of 
whether producing a human 
clone Is moral," says Art Captetn, 
director of the Centre for 
Bioethics at the University of 
Pennsylvania, "it's also a 
question of toe possible 
deformation of embryos, and 
perhaps the child, invoked in the 
experiments." 
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IMF set to review Indonesia’s budget proposals 
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. By Sander Thoenes *n '■ 
Jakarta and Gerard Baker 
Washington - 

• ! Hie International Monetary 
'• Fund will review the Indone- 
sian ’government's latest 
budget -proposals -within -the 
next for days amid mount- 
ing concern that Jakarta Is 
-faSing to implement its IMF- 
ledreform programme. 
-Though officials, would not 
V comment ^publicly .on the 

bfldgiet.propc^te annniinrw| 

by; . President Suharto on 
; Tuesday, there was-, disquiet 
: yesterday at the scale of the 
prqjected budget deficit for 
: the fiscal year to-March 1999 
and other aspects of the gov- 
ernment's plans. 

NEWS' DIGEST 


The rupiah fell sharply on 
the foreign e xchang es again 
as economists pronounced 
the -budget hopelessly unre- 
- allstic and forecast that the 
IMF might be forced to 
refuse further support for 
Indonesia in the light of the 
proposals, a decision that 
could plunge the country 
into economic and political 
chaos. 

The US and other coun- 
tries are also deeply con- 
cerned about the potential 
security implications of a 
full-blown economic collapse 
in Indonesia, a factor that 
wifi Anther complicate the 
IMF’s deliberations. 

Before Mr Suharto had 
even finished his long- 
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awaited policy statement on 
the draft budget for 1938-1999 
on Tuesday night, the rupiah 


collapsed in London. When 
the Jakarta currency market 
re-opened yesterday the 


Malaysia bid to 
bolster ringgit 

.. The Malaysian government intervened in the foreign 
exchange marke t yesterday and then took the unusual 
, step of announcing its efforts in a desperate attempt to 
. steady the currency, which has fallen about 48 per cent 
against the US dollar in the past six months. 

“The ringgit has now become grossly undervalued in an 
environment of highly unstable market conditions,” said 
Anwar Ibrahim, fir»m«» minister and deputy prime 
. minister. “Intervention operations have been conducted 
to ensure stable market conditions to allow for the 
; efficient ftmctioning of the market” 

' Observers said the intervention would not restore 
confidence in the currency unless the authorities 
combined it with structural reforms. The only substantive 
; move authorities have made is to begin restructuring the 

financial sector hy mgngfrtg- Unarm* rnmpaniM nc wll as 

some commercial banks. While this might mm fears by 
depositors that smaller flnanHai institutions would be 
saved, economists said it would jeopardise stronger 
institutions' In tht long term. - 

Sheila McNulty. Kuala Lumpur 

■ THAI MARKETS 

Measures to ‘curb speculation’ 

Thailand plans to introduce farther measures tomorrow 
' designed to increase the supply of dollars on the local 
. market Hie finance minister, Tarrin N jimpanahaPTninria , 
said the measures were intended to "curb speculation" 
but officials said they were likely to be similar to moves 
made an Tuesday to force exporters to convert their 
doBar. earnings into baht immediately rather than any 
outright ban cm dollar or baht trading. ' 

In. May. Thailand imposed partial capital controls 
prohibiting foreign ln vestors from buying habt without an 
approved purpose, in a move designed to limit the supply 
at baht available far-speculative purposes. 

Thailand pledged to the International Monetary Fund to 
eliminate such restrictions as soon as currency volatility 
subsided. -But tbe baht 1ms plunged to record lows in 
days, dragged down by weakness in other Asian markets 
and strong demand far dollars amid low supply of the US 
currency. The baht dosed at Bt53 JO yesterday, down 
from BtSl.lS on Tuesday. Ted Bardacke, Bangkok 

■ POLITBURO RESHUFFLE . 

Hanoi leadership finalised 

Vietnam yesterday said it had reshuffled the top tier of its 
ruling politburo, finalising Its leadership line-up a week 
after a hardline general was picked for the Communist 
party's top job. - - : 

Western diplomats said the move appeared to 
strengthen farther the hand of conservatives in the 
collective leadership ami is the clearest sign yet that 
Hanoi is determined, to move cautiously bn urgent ~ 
economic, reforms. 

Gen Le Rha Pbieu, 66, succeeded ageing revolutionary 
Do Muoi as party general secretary and heads the 
19-member politburo- However, ultimate decision-making 
power, rests with an inner pore known as the Standing 
Board, ® five-man team, similar to one in the Chinese 

rr mnntnp st leadership. 

An official at communist party headquarters said a new 
Standing Board had been picked on Tuesday, with Gen 
Phieu at Its head. Theothers included President Tran Due 
‘Luang JEhan Van Khai, the prime minister, Nong Due 
Manh, the National Assembly chairman, and Pham The 
Duyet, a; conservative s charge of “mass mobilisation". 

The^ection of the reformist Mr Khai will bring some 
. relief to. the World Bank .and International Monetary 
Fund as a reform programme tabled by him stood little 
chance ttf implementation if ha had be&i excluded. 

- . Jeremy Grants Hanoi 

■ TAIWAN ECONOMY - 

Trade surplus almost halved 

Taiwan’s trade surplus nearly halved ..last year as import 
growth far outpaced that of exports; signalling an end to 
ah era o£lugh trade surpluses as the Asian financial crisis 
deepens. Rising capital, goods imports along wftbmiKtary 
hardware.. purchases helped send 1997’s trade surplus' - 
tumhUpg -48.7 per cant to US$7.64bn£rpm. US$i3J>7bn in 
1996. Imports grew 1L8 per cent against a inoderate.5.3 
per cent riseln exports. ,. . ‘ v... : . 
-Economic analysts attributed the. surge in imports to 
ivytnnm'ic recovery, which has sparked® rise in private 
investment,, and.one-cfi factors, such as the civilian 
aircraft imports in December that dragged the trade 
balance iijto.a rare deficit for the month. : - 
Ahhough imports may have peaked, the trend is' likely 
. to becckne mare pronounced this year as the. sliding * 

Taiwan dollar makes imports more costly and export 
prices come under incr easing competition from elsewhere 
in the region. •• Laura Tyson, Taipei 

■ VjgTN^SGAhgAL . 

Three executed for corruption 

Twolocartm^^ government official ; 

1 am^^din-VietBam^: biggest corporate-corruption 

s<Andalw^7estez^executed by firing spuad mHb-. 
Chi JgkihjC^? ra . • r/ .'i 

Tbethreemoiwerepart of amafia-sWebustoess 
network hicreasin^y common in commimist-nm- 
•yte tnam'i whert incteaang; wealth and foreign investment 
hav^ftidledt^culi^ofthe^dtback. - - - 

- Pfaam Hi^ Phubc, a former boss of the Communist- 
company, and the two others were - 
sehtfincad to.daath at a showcase trial last jrear for . 


US dttomwthePMteral Bureau ctf-Investigatiom’s “10 
^ unprewdented jcdnt probe led 
tohfrarest, USnffldalssaid yesterday. ; 



Bonn warns 
Asian crisis 
may spread 


By Peter Norman in Bonn 

Germany's finance ministry 
yesterday broke a self-im- 
posed rule of silence on the 
financial crisis in Asia to 
warn that there was a threat 
of contagion to other emerg- 
ing economies and to urge 
the private sector to help 
secure a solution. 

Finance ministry officials, 
worried at the generally san- 
guine approach to the crisis 
in Germany, warned that the 
German economy would be 
more seriously affected if the 
problems of South Korea, 
Indonesia and Thailand 
spilled over to eastern 
Europe and Russia. While 
saying that there was no 
sign of a spill-over so far, 
they underlined that private 
sector banks as well as gov- 
ernments and international 
institutions such as the 
International Monetary 
Fund were charged with pre- 
venting such a development 

There was a clear respon- 
sibility for the private sector 
to maintain the interna- 
tional finance and payments 
systems, declared one offi- 
cial. who asked not to be 
identified. With much of the 


Protests 
as Korea 
flights 
halted 


By Gwen Robinson 
in Sydney 

Australian tourism leaders 
yesterday protested at the 
decision by Australia’s two 
main airlines to suspend 
flights to and from Korea fol- 
lowing a fall of about 65 per 
cent in Korean tourist arriv- 
als. 

• Ansett International 
became the fourth airline to 
suspend Australia-Korea 
flights, joining Qantas. Air 
Mew Zealand and Korea’s 
Asiana Airlines. Only Kor- 
ean Airlines — the national 
carrier - is maintaining reg- 
ular flights on its Seoul-Syd- 
□ey-Brisbane route. But the 
. company said it was “moni- 
toring” the situation. 

Korea was Australia's fast- 
est-growing tourism market 
until recently, accounting 
for more than six per cent of 
total visitor arrivals and 
pushing out Singapore to 
take second place behind 
Japan as Australia's biggest 
Asian tourism market. 

Australian tourism offi- 
cials have little hope that 
Korea-sourced business will 
recover while the country’s 
economic difficulties con- 
tinue. The Korean govern- 
ment's economic austerity 
measures included the impo- 
sition of a ban on the promo- 
tion of overseas . travel and 

tiie launch of a campaign 
exhorting Koreans to stay at 
home for their holidays. 

. Same, tourism industry 
.representatives warned of 
over-reaction to the eco- 
nomic turmoil besetting the 
Asian region and said a 
short- to medium-term down- 
turn should not affect a posi- 
tive longer term outlook. 

. John Morse; head of the 
Australian Tourist Commis- 
sion, was “concerned" about 
the implications of Ansett’s 
decision to suspend Korean 
services. “However, we 
acknowledge the. airlines 
need to make tough commer- 
cial decisions which may not 
always be in the best inter- 
ests of Aust ralia’ s tourism 
industry ” he said. 

More disturbing for Aus- 
tralia’s hitherto vibrant tour- 
ism industry are signs that 
Thailand and Malaysia too 
are urging their citizens to 
take holidays at home. 


country’s debt short-term 
and in private hands, there 
could be no question solely 
of a public sector bailout of 
South Korea. An absence of 
private sector involvement 
in the rescue would lead to a 
further crisis. 

The officials' comments 
came amid growing concern 
in Bonn at the renewed 
rapid declines of Asian cur- 
rencies and stock markets. 
Without restored investor 
confidence, billions of dol- 
lars of support would not 
help. 

The officials identified 
four areas of action. The 
countries In crisis had to 
restore macro-economic sta- 
bility. They had to rethink 
the role of monetary policy, 
imposing far stricter condi- 
tions to counter the exces- 
sive devaluations of their 
currencies and the associ- 
ated inflationary pressures. 
They needed comprehensive 
structural reform of tbeir 
financial sectors, including 
the closure of insolvent 
banks. Finally, tbeir econo- 
mies need to be more trans- 
parent and calculable with 
more data being made avail- 
able to the IMF. 


Thailand 

urges 

gold 

donations 


By Ted Bardacke 
in Bangkok 

With Thailand’s economy 
losing its lustre, the coun- 
try's government is asking 
the Thai public to turn its 
gold over to the central 
bank to shore up flagging 
foreign reserves. 

The deputy finance minis- 
ter, Pichase Panvichatiknl. 
said the country's 10,000 
gold traders had each 
agreed to deposit one kilo- 
gram of gold with the cen- 
tral bank. Be expected the 
general public to turn over 
10 tonnes of gold as welL 
Those donating gold 
would receive government 
bonds from the Government 
Savings Bank paying 5 per 
cent with a maturity of 
three to five years, under a 
scheme that will be pres- 
ented to the cabinet for 
approval within weeks. 

Two gold dealers in cen- 
tral Bangkok said they had 
heard of the proposed plan 
but had not agreed to hand 
over any gold yet. They did 
not know whether they 
would be forced enter the 
scheme and said they would 
consider doing so after see- 
ing the exact terms of the 
bond offer, including 
whether ft considered fluc- 
tuations in gold price and 
exchange rates. 

At current rates, 20 
tonnes of gold would be 

worth about 5168m, a paltry 
sum compared to the $25bn 
in foreign reserves Thailand 
is required to maintain 
under its programme with 
the International Monetary 
Fund. 

But the move is part of a 
growing campaign among 
prominent Thai citizens to 
promote the purchase of 
locally made goods and 
solicit donations for the 
Thai government under the 
slogan “Thais Helping 
Thais.** While the campaign 
is being taken less seriously 
than in a more nationalistic 
society like Korea, it has 
registered some successes. 

Gift baskets this past holi- 
day season, for example, 
were loaded down with 
home-baked cakes and tropi- 
cal fruit rather than the tra- 
ditional imported whiskies 
and New Zealand apples. 


rupiah fell further from 7,500 
to 8,450 before recovering to 
8 , 000 . 

The Jakarta Stock 
Exchange index was down 4 
per cent before last-minute 
buying, rumoured to be by 
state-owned securities com- 
panies, left it only 2 per cent 
lower. 

“Suharto talks about the 
reform programme but not 
about what to do to imple- 
ment the programme," said 
Anwar Nasution. an econo- 
mist. 

“The budget is not realis- 
tic. The government needs to 
explain how to promote non- 
oil exports, how to reform 
the financial sector. It’s all 
wishy washy." 


Mr Nasution and others 
wanted that the draft budget 
was overly optimistic on tax 
and export revenues and 
failed to meet surplus and 
current account targets 
agreed with the IMF in Octo- 
ber. in exchange for $38bn In 
stand-by credits and loans 
from the IMF and other 
lenders. 

“It takes God’s interven- 
tion to convince Suharto 
that we are in a real crisis 
and have to take real steps,” 
said Adi Sasono. director of 
a politically influential 
think-tank. “Maybe it takes 
10,000 to the dollar. We can't 
just form a new government 
like what happened in Thai- 
land and Korea. We are 


waiting for March.” Then. 
Mr Suharto, 76. is up for his 
sixth re-election by a hand- 
picked assembly and is 
expected to appoint a new 
cabinet. “But two months 
may be too long. It’s time for 
change." 

Muhamad Sadli, a former 
minister, said: “Suharto’s 
position Js at stake. People 
are shaking the tree and 
hoping that Suharto will fall 
down." 

Mr Suharto pushed out his 
predecessor. Sukarno, after 
the economy collapsed and a 
coup attempt led to the mas- 
sacre of more than half a 
million suspected commu- 
nists. Mr Suharto has reshuf- 
fled generals and fired some 


who dared challenge hfi" to 
ensure this would not hap- 
pen again. "Who in the mili- 
tary has the guts to tell 
Suharto to stand down?” one 
economist said. “Now, no 
one. But that may change as 
the economy deteriorates 
further." 

Mr Sadli cautioned, how- 
ever, that even if Mr Suharto 
resigned the reformists in 
his government lacked a 
ready solution to the eco- 
nomic crisis. “They don't 
know what to do.” he said. 
"There is also not much con- 
fidence in the IMF prescrip- 
tion. You tighten liquidity 
and the currency still 
crashes." 

Observer. Page 11 


Markets under new attack 


By John Ridding 
in Hong Kong 

Asian financial markets 
came under renewed assault 
yesterday, with Hong Kong’s 
benchmark share index 
plunging almost 6 per cent 
and several regional curren- 
cies falling sharply. 

Triggered by concern 
about Indonesia’s economic 
prospects after this week’s 
draft budget announcement, 
the turmoil also prompted 
heavy declines in Singapore, 
where the benchmark index 
lost 5 per cent and broke 
through the 1,400 leveL 

The Hong Kong dollar 
remained steady at HK$7.75 
to the US dollar, but the rout 
of regional currencies fuelled 
worries of a renewed attack 
on the Hong Kong exchange 
rate system. 

Three-month interest rates 
rose from 11 per cent to 12 
per cent in late trading, 
reflecting these concerns. 

The Taiwan dollar broke 
through TJ34-00 to the US 
dollar to a 10-year low of 
T$34.45, while the Singapore 
dollar fell to SSI-785 to the 
US dollar, against SS1.735 
late on Tuesday. 

“There just doesn’t seem 
to be an end,” said the cur- 
rency economist at one 
investment bank. “Central 
h anks seem powerless to off- 
set the selling pressure." 

The Hong Kong dollar has 
been pegged to the US dollar 


at HKS7.80 since 1983. But 
with other currencies Calling, 
concerns about Hong Kong's 
competitiveness and the risk 
of speculative attack have 
increased. 

“If the region continues to 
deteriorate, there is no doubt 
the [Hong Kong dollar] peg 
will come under pressure," 
said Ma Guonan, co-head of 
Asia Pacific economics 
research at Salomon Smith 
Barney. “The biggest fear is 
that China will be forced to 
devalue, given the move- 
ment in regional currencies. 
That would place huge pres- 
sure on the Hong Kong peg,” 
said another senior econo- 
mist. 

Beijing denies it will 
devalue its currency, but 
concerns about this contrib- 
uted yesterday to a 12 per 
cent fall in the index for 
H-shares, the Hong Kong 
listings of mainland compa- 
nies. Several commentators 
predicted a rise in Hong 
Kong's prime lending rates 
as early as this Friday, given 
the recent rise in interbank 
rates. 

Residential property prices 
have already fallen by more 
than 20 per emit since their 
peak last autumn because of 
as a result of higher borrow- 
ing costs, and mo6t analysts 
predict further falls. 

Sun Hung Kai, one of the 
territory’s big developers, 
said this week that sale 
prices for one of its luxury 
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Traders at the Hong Kong stock exchange yesterday 


developments would be more 
than 30 per cent below a pre- 
vious sale. 

"That confirmed what a 
lot of people expected about 
pricing trends," said one 
real-estate agent 

Although Hong Kong has 
remained relatively resilient 
in face of the regional crisis, 
fending off an assault on its 
currency last October, but 


the upheaval has had a sub- 
stantial impact on economic 
prospects. 

“Growth is set to come off 
sharply," said Mark McFar- 
land, senior economist at 
Peregrine Securities. He pre- 
dicted Hong Kong’s gross 
domestic product would rise 
by just 2.3 per cent this year, 
compared with about 5 per 
cent in 1997. 


The First Law of Finance 



At Wilde Sapte, we’re committed to building on our strengths in 
finance law. 

That’s why we’re proud to have initiated ‘Pointers 98,’ a challenging 
programme of seminars. Top industry figures will join forces with Wilde 
Sapte to share their expertise and give new insights across the range of topics 
shown below. 

For full written details, and to reserve a place, please call Louisa Biggs on 
0171 246 7617. Numbers are limited, so please don’t delay. 




Pointers 

98 


25A February 
Tax for die Axe 

is there a Furore for UK tax based lending? 
3rd .March 

Does It Pay to Play the Internet 
- die basis for trade and finance 
in the new millennium. 

5tb and bih .March 


Structured Finance for die 
Property Market 

A New Approach to Aviation Training 
- bringing clients and staff together to 
learn bom and challenge each other. 

lOdi February 

30th April 

Trade Secrets 

- on’ developments and innovative 
structures in trade finance. 

Games Without Frontiers 
- financing techniques in turopean 
Acquisdon Finance. 
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Commitment disclosed in confidential appendix to British Digital Broadcasting’s licence 


Pay TV group in $900m marketing push 


By Cathy Newman in London 


British Digital Broadcasting, the 
pay television company owned by 
Granada Group and Carlton Com- 
munications. is to spend more than 
E550m ($896. 5m) to market its 15- 
channel service and subsidise the 
set top boxes needed to receive it 

The 12-year co mmi tment from 
Carlton and Granada, disclosed in 
a c onfi dential appendix to BDB’s 
licence, brings to more than £lbn 
the sum to be invested by pay tele- 
vision companies on attracting UK 
consumers to digital television. 

BDB intends to launch its digital 
terrestrial service late this year 


while British Sky Broadcasting has 
announced plans to start a 200- 
channel service from late spring. 
BSkyB is the satellite network in 
which Rupert Murdoch's media 
empire holds the biggest stake. 

Customers will need to buy set- 
top-boxes to receive digital terres- 
trial, satellite and cable television 
services. However, broadcasters 
believe they must subsidise the 
technology to persuade people to 
subscribe. 

BDB has agreed to spend £149m 
on promoting and subsidising its 
activities over the next two and a 
half years, according to the docu- 
ment By the end of the 12 -year 


licence period, it should spend a 
total of £558m. 

BSkyB has formed an interactive 
television partnership with British 
Telecommunications, Midland 
Rank and Matsushita Electric that 
is to spend up to £600m over 10 
years on subsidies allowing its set 
top boxes to retail for about £200. 

Analysts have estimated that 
BSkyB's set top boxes will cost 
about £400 to manufacture, while 
BDB's boxes may cost about £50 
less because they will be simpler. 
Both companies plan to retail their 
boxes for under £200. 

BDB was granted a licence at the 
end of last year after it made 


changes to Its programme supply 
deal with BSkyB in order to satisfy 
the European Commission. The 
Independent Television Commis- 
sion, the commercial television 
watchdog, issued it with a licence 
following clearance by Brussels. 

Details of the subsidies and mar- 
keting costs have not been 
included in tbe public version of 
the licence. The ITC says in the 
appendix that expenditures can be 
‘Varied by the commission in writ- 
ing from time to time’'. 

The ITC declined to comment on 
the details of the document last 
night but indicated that the licence 
requirements on BDB expenditure 


could be varied. BDB would not 
comment 

Separately, it emerged yesterday 
that Roger Luard. chief executive 
of the pay television company Flex- 
tech, ruled himself out of the 
r unning to become chief executive 
of BDB after being offered the job 
late last year. 

BDB yesterday appointed 
Anthony Sethfl] as its marketing 
director. 

BDB will broadcast 12 basic and 
three pay ch ann els, and is esti- 
mated to have £400m start-up costs. 
Some City analysts have estimated 
BDB’s value about up to £lbu if it 
manages to launch successfully. 


Good results provide 
a tonic for breweries 


Success for largest companies 


The sector sees scope for growth, says John Willman 


S ales of beer in Britain 
are in long-term 
decline, but the three 
biggest brewers pushed up 
sales and profits on their 
pubs last year - and see 
more to come. 

"If you’ve got the money 
and you've got the brands, 
there is still plenty of scope 
for growth." says Phil Hawk- 
ins. analyst at Merrill Lynch. 

The breweries and pubs 
sector spent the first eight 
months of last year in the 
doldrums, underperfor ming 
tbe market by more than 10 
per cent. 

But the gloom began to lift 
In early November, when 
Whitbread launched the 
results season with a 12 per 
cent rise in first-half pre-tax 
profits. This included a 2.4 
per cent increase in beer 
sales in a market that had 
declined 0.8 per cent over the 
year and a 15 per cent lift in 
profits on pubs. 

This was followed by Scot- 
tish & Newcastle, the UK’s 
largest brewer, which 


reported beer sales up L2 per 
cent and an increase in pub 
profits of 15.6 per cent. 

Allied Domecq, which is 
no longer in brewing, 
pushed up profits on its 2200 
pubs by 10 per cent. But 
investors still have doubts 
about the smaller, regional 
breweries. 

When beer consumption is 
stagnant or in decline, it is 
brands such as Carling. Fos- 
ter's and Stella Artois that 
gain market share. Scottish 
& Newcastle, for example, 
now achieves almost 60 per 
cent of its sales from its top 
six beers - up from just over 
40 per cent three years ago. 
Bass's top seven brands 
account for 70 per cent of its 
sales. 

"We are seeing real scale 
economies emerging in the 
industry," said Sir Ian Pros- 
ser, Bass chairman. "Some 
of the smaller pub operators 
can match our savings in 
purchasing power, but we 
can add the benefits of our 
national brands." 


The big brewers can also 
find the investment needed 
for their pub chains. Bass, 
for example, plans to put 
£300m ($495m) into its estate 
this year. The smaller brew- 
ers might complain about 
falling returns in their areas, 
but the big groups can still 
justify big capital expendi- 
ture. 

"The industry under- 
invested in the late 1980s 
and early 1990s," says Brian 
Stewart. Scottish & Newcas- 
tle chief executive. "There 
has probably been over- 
investment. since in some 
town centre areas, but there 
are terrific opportunities 
elsewhere." 
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F inally, the small brew- 
ers are hampered by 
their reliance on 
regional markets. Greenalls 
and Wolverhampton & Dud- 
ley both blamed poor 
weather during the first half 
of the summer for limp 
sales. That affected national 
brewers too, but unlike 


them, the regionals did not 
benefit so much from the 
better weather in August 
when their customers were 
away on holiday. 

Both companies also 
blamed the impact of the 
strong pound on the manu- 
facturing Industries which 
are the backbone of their 
local economies. Their cus- 
tomers have been particu- 


larly hit by lay-offs and fall- 
ing overtime and have less 
to spend on beer. 

As in other sectors, the 
benefits of size are now pal 
pable in brewing- The often 
family-controlled smaller 
operators are under no 
imminent danger of collapse, 
but further consolidation 
around the biggest groups is 
inevitable. 


Insurer buys 4,000 IBM network computers 


By Paul Taylor in London 


General Accident, the 
UK-based composite insurer, 
is buying 4,000 network com- 
puters from International 
Business Machines - the big- 
gest sale of NC devices so far 
in Europe. 

Under the terms of the 
deal - worth between £3m 
i$4.9m> and £4m ($6. 5m) - 
the insurer will initially 
replace 2200 of its 4,500 
“dumb" mainframe termi- 
nals with IBM's Network 
Stations, diskless machines 
which work over networks. 

The NCs will be phased in 
throughout the year. The 
new machines will include 


the software needed to con- 
nect to General Accident’s 
existing IBM mainframe 
machines as well as internet 
browser software. 

Max Currie, GA's IT direc- 
tor, said the deal was part of 
a broad-based reorganisation 
of the insurer's IT infrastruc- 
ture designed to ensure its 
systems will cope with the 
date change at the end of the 
century - the so-called mil- 
lennium bug. 

Rather than simply 
replace the existing black 
and white dumb terminals 
and PCs with similar 
machines, Mr Currie said 
GA had decided to purchase 
NCs because they were more 


flexible and would cost less 
to maintain. 

“The big advantage of NCs 
is their manageability, the 
ease of upgrading software 
and central control," he said. 
"Network Stations will 
enable us to lower tbe cost 
of computer ownership and 
maintenance while also pro- 
viding users with the appli- 
cations they need.” 

The GA contract also rep- 
resents an important break- 
through for IBM which, like 
the other advocates of net- 
work computers such as 
Oracle and Sun Microsys- 
tems, has been trying to per- 
suade corporate customers 
to switch from dumb termi- 


nals and more complex per- 
sonal computers to NC 
devices. 

But despite a storm of pub- 
licity when Larry Elision. 
Oracle’s chief executive, first 
proposed them over two 
years ago, there have been 
few large sales. 

Bob Dies, who heads IBM's 
network computer division, 
said the company was 
talking to about 1,500 poten- 
tial customers in Europe and 
a similar number in North 
America. 

• British businesses are 
beginning to address the 
problems caused by the mil- 
lennium bomb, but a short- 
age of information technol- 


ogy skills is pushing up 
costs, according to a survey 
published today. 

The survey was conducted 
among 3,000 of the UK’s larg- 
est businesses for the Delphi 
Group, the IT recruitment, 
training and consultancy 
company. More than three- 
quarters of respondents said 
they had encountered skills 
shortages in the past two 
years. Of those, 86 per cent 
expected the shortages to 
worsen, a marked increase 
from the 73 per cent last 
year. Of those companies 
that were not already {“year 
i 2000 compliant", 62 per cent 
bad allocated a specific bud- 
get for the project. 


Paris ‘tops 
London in 
economic 
benefits’ 


Capital comparison 


Education attainment towels* (%o# persons aged 25-29) 

45 


Greater London 
Be de Franco (Paris) 


By Alan Pike, 
Business Services 
Correspondent 


Higher educational 
standards and a better 
transport infrastructure 
give Paris significant eco- 
nomic benefits over London, 
a comparison of the two 
cities has concluded. 

The study calculates that 
Paris's layout and transport 
system gave it an advantage 
over London worth 4.5 per 
cent of GDP per employee in 
1994. The French capital’s 
higher overall levels of edu- 
cational attainment was 
worth an additional 3 per 
cent of GDP. 

Interaction between trans- 
port, geography and educa- 
tion, says the report, help 
explain how London can 
"simultaneously be an eco- 
nomic success and have 
increasing social problems". 

The study was produced 
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by the Centre for Economics 
and Business Research and 
the Observatoire de 1 ’Econo- 
mic et des Institutions 
Locales with the Greater 
London Group at the Lon- 
don School of Economics. 

It will be published by 
the Corporation of London, 
the municipal authority for 
the City, in an effort to 
increase awareness of Lon- 
don's importance to the UK. 

Prosperity, the study 
found, is spread more evenly 
in Paris than London thanks 
to differences in transport 
systems. While London's 
main public transport links 
brought people into the cen- 
tre efficiently, better circu- 
lar and cross-city links 


made it easier for Parisians 
to find , work in different 
parts of the city. 

• Towns with well-edu- 
cated workforces and room 
for growth are the best at 
creating jobs, says a report 
from Business Strategies, 
Brian Groom writes. The 
economic consultancy inves- 
tigated employment growth 
between 1981 and 1995 in 51 
towns outside London. Key 
factors common to success- 
ful towns included low pop- 
ulation density, a high rate 
of land change from rural to 
urban use and a workforce 
with higher than average 
qualifications. 
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Broader profits 
reporting urged 


Ely Jim Kelly, 

Accountancy Correspondent 


British business may have to 
abandon its love affair with 
tbe "bottom line" in favour 
of offering investors a range 
of more sophisticated perfor- 
mance Indicators when pub- 
lishing company accounts. 

Instead of focusing on tra- 
ditional single figure indica- 
tors - such as profit before 
tax or earnings per share - 
regulators want them to 
show several components of 
profitability. 

The plans have been for- 
mulated by a think-t ank 
made up of the world's stan- 
dard -setters. It is understood 
the UK's Accounting Stan- 
dards Board will soon try to 
complete its overhaul of cur- 
rent rules along similar 
lines. - 

The solution favoured by a 
majority in the think-tank - 
which included US and inter- 
national representatives - 
would see companies mak- 
ing a single statement com- 
prising three components. 


This would bring together 
not only the traditional 
"P&L" information but also 
gains and losses which occur 
outside the normal 
operations of a company - 
sucb as those linked to 
revaluations or exchange 
rates. 

Regulators believe that 
many companies and less 
sophisticated shareholders 
have become obsessed with 
single figure performance - 
such as tbe pre-tax profit 
shown in the traditional 
statutory profit and loss 
account The proposals are 
likely to spark a furious 
response from traditionalists 
who have claimed in the 
past that the ASB is trying 
to use the UK as a "testbed" 
for theories designed to "re- 
invent" accounting. 

Privately regulators argue 
that a “bottom line" 
approach allows some com- 
panies to manipulate single 
performance indicators and 
in particular produce a 
smooth rise in reported prof- 
its over a number of years. 


Minister 
will visit 
inmates to 


save peace 
process 


By John Murray Brown in 
DubGn and George Parker m 
London 


Mo Mowlam, chief Northern 
Ireland minister in the UK 
government, is to hold talks 
tomorrow with anti- 
republican "loyalist" 
inmates at the Maze top 
security prison, in a high 
risk attempt to rescue the 
peace process. 

The decision to take up an 
invitation to consult directly 
with convicted loyalist ter- 
rorists reflects growing gov- 
ernment concern that the 
two small loyalist parties at 
the talks might carry out 
their threat to boycott the 
restart of the multi-party 
negotiations on Monday. 
The two parties are closely 
linked to anti -republican 
paramilitary organisations. 

"I don't consider it desper- 
ation; I don't consider it 
odd," Ms Mowlam said on 
BBC radio last night. "What 
I’m determined to do is 
make sure I take every step 
possible to make the talks 
work. Tm not negotiating. 
I'm going in to make sure 
that they understand that if 
they want progress, if they 
want change, that's possible 
in tbe context of a settle- 
ment. Without a settlement, 
where are we going?" 

Ms Mowlam earlier met 
the leader of one of the two 
small parties in London. He 
was Gary McMIchael of the 
Ulster Democratic party, the 
political wing of the banned 
Ulster Defence Association. 
“The crisis still exists; It has 
not diminished," he said 
after the meeting. "How- 
ever, another door has been 
opened and it remains to be 
seen whether any doors can 
be opened as a result of this 
visit" 

Earlier this week, loyalist 
prisoners, angry over what 
they see as the concessions 
to republicans, voted to 
withdraw their support for 
the talks process, raising 
fears about the durability of 
the loyalist ceasefire, which 
has held since 1994. 

Ms Mowlam's decision 
comes amid heightened 
security concerns. Homes in 
the Northern Ireland town 
or Banbridge had to be evac- 
uated as British army 
expats defused a large car 
bomb left overnight in the 
town centre. 

There was no claim of 
responsibility but security 
officials suspect it may be 
the work of the Continuity 
Army Council, a breakaway 
republican group opposed to 
tbe peace talks. 

The current talks crisis 
was triggered by the deci- 
sion or the Irish Republic's 
government to release 9 
members of the Irish Repub- 
lican Army before Christ- 
mas without consulting the 
parties in the talks. 

David Andrews, the Irish 
foreign minister, said yes- 
terday that "as a matter of 
policy" prisoner issues 
would be discussed within 
tbe process. But he insisted 
that "operationally it will be 
entirely a matter for govern- 
ments". 


US book chains face threat from music stores 


By Christopher Parkes and Alice Rawsthom 


The big US bookstore ch ains which are soon 
to open their first UK outlets will be compet- 
ing not only with UK booksellers, but 
against music and video megastores such as 
the EMI Group's HMV subsidiary and Virgin 
Megastores. like the Waterstone's bookstore 
chain. Virgin Megastores belongs to the 
W.HL Smith retail group. 

Next summer. Borders will export its 
homely bookselling formula across the 
Atlantic by opening its first UK branch on 
London's Oxford Street. 

Other retailers are also intent on develop- 
ing UK versions of US-style superstores. 
Barnes & Noble spent part of 1997 scouring 


the UK for suitable locations and is now 
looking for acquisition opportunities. Water- 
stone's. one of the UK’s biggest booksellers, 
is searching for superstore sites in several 
Cities and is close to securing one in London. 

Borders made its foray into the UK last 
autumn by buying the Books Etc chain for 
£40m (3955.2m). Books Etc will continue as a 
specialist bookseller, while Borders will cre- 
ate a new chain under its own name, mod- 
elled on its US superstores. 

The fortunes of Borders, founded in Michi- 
gan 25 years ago, were transformed in the 
1980s by the apparently simple ploy of 

installing comfortable chairs in its stores. 
Sales increased, and Borders now runs a 
200-strong chain. 


Borders has yet to decide exactly which 
aspects of the US formula will be introduced 
to its 3.510 sq m site on Oxford Street, or to 
tbe 24380 sq m unit in Leeds, in northern 
England, due to open late this year. 

But it does intend to stock extensive 
ranges of compact discs, computer games 
and videos, as well as books. Borders also 
plans to install cafe bars. 

Barnes & Noble envisages adopting a simi- 
lar strategy when it eventually moves into 
the UK. It has now abandoned its search for 
individual sites in favour of establishing a 
UK superstore chain by acquisition, or Joint 
venture. 

Tbe aggressive growth of superstores has 
contributed to severe dislocations in the US 


book and music markets in recent years, and 
to squeezing hundreds of small specialist 
retailers out of business. Similarly, US book 
publishers and record companies have come 
under financial pressure because of the 
steep discounts demanded by superstores. 

Superstores are now approaching satura- 
tion in the US, prompting Barnes and Bor- 
ders to expand internationally. Borders says 
it is convinced that the UK market is ready 
for US-style superstores, but Waterstone’s is 
more sceptical Alan Giles, managing direc- 
tor, said Waterstone's had thought bard 
about whether to diversify. “But all our 
research showed that our customers would 
prefer the extra space to be used tor even 
more books," be said. 


UK NEWS DIGEST 


EU beef ban 
may be eased 


Franz Fischler, European Union commissioner far 
agriculture, yesterday pledged "to do my best" to support 
a UK proposal, for a partial lifting of the beef export bah. 
It was his strangest commitment yet to further the UK's 
aim of resuming exports and gave hope of -a partial . • ■ 
removal of the ban soon. Mr Fischler was asked when the 
UK could expect a lifting of the worldwide ban on expcats 
of British beef which was imposed when the.BSE- "mad 
cow disease" - crisis began in March 1996. He said he 
understood the frustration of! UK farmers. ■'‘What’s races- 
sary.is action. We are trying to find a solution for.a first, 
stqp of lifting the ban. My intention is to present a dear 
proposal to the Commission meeting nest- Wednesday, " he 
said. The proposal would lead to a removal bf the ban on 
beef from cattle in certified herds in Northern Ireland, 
where the incidence of BSE is low and there is a comput- 
erised cattle tracing system. - - Maggie Urjy 
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THE ECONOMY 


Index suggests capacity, constraint 


Pressure for a further rise in interest rates intensified yes- 
terday with news of a build-up of capacity constraints and 
inflationary pressures in the service sector; The purchas- 
ing managers index for the services industry, one of the 
most keenly watched economic indicators in the Bank. of 
England, the UK central bank, registered an index level of 
57.6 in December - after 57.5 in November and well above 
the neutral level of 50. This suggests buoyant trading con- 
ditions during the Christinas shopping season. Tbe Char- 
tered Institute of Purchasing and Supply, the organisation 
which publishes the survey, said: "The survey found an 
increase in the number of companies unable to meet the. 
growth of new business, resulting in a further overall . 
increase in work outs tanding ." Wolfgang BSunOum 


TELECOMMUNICATIONS 


Canals group completes network 


British Waterways became the latest entrant into tbe.tele- 
co mmunlc ations market yesterday with the completion of 
a national fibre optic network laid along the 3,200 km of 
Britain's canals. The £50m ($8L5m) Fibreway project has 
been undertaken with GPT, the telecoms equipment joint 
venture between GEC~and Siemens, the German indus- 
trial group. It is the latest in a series of national networks 
- others include those by the former British Rail system, 
now owned by Racal Electronics, and Energis, part-owned 
by National Grid, the electricity distributor - to take 
advantage of the rapid growth in demand for telecoms. It 
was announced yesterday that Telewest, the UK’s second 
biggest cable company, is among the network's first cus- 
tomers. Christopher Price 


MOBILE PHONES 


Orange to buy Nokia equipment 


Orange, the cellular phone operator, has placed a £240m 
($39L2m) contract with Nokia of F inland for advanced 
telecommunications equipment capable of delivering • " 
internet bro wsin g, online information, home shopping 
and television to hand-held phones. The new services will 
become available with the move to “third generation" 
mobile phones, the specifications for which are currently 
being agreed by sta n dards-setting bodies. Nokia shares 
rose three per cent in Finland to 425 markka on news of 
the Orange order. Alan Cane 


LAND ROVER 


Model range faces renewal 


Land Rover’s Defender - the current version of the. "origi- 
nal" Land Rover first produced in 1948 - is to be replaced 
as part of a five-year programme to renew the BMW sub- 
sidiary's model range in 1999. The four-wheel-drive 
vehicle has seen service with military forces throughout 
the world since It was unveiled at the 1948 Amsterdam 
motor show. John Griffiths 


CAR SALES 


French brands make big gains 


Total Market ,• 
UK Produced 
imports" ' 
Japanese makes 
FortT group 
Ford 


General Motors dl 
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BMW group 
BMW- . 
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Peugeot group 

Peugeot 

Citroen 


Volkswagen 
Audi 
SEAT 
SfcodaP 
Renault 
Nissan .. 
Toyota 
Fiat group 
Fiat . 

Alfa Ronied 
Volvo 

Mercedes Benz ; 
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mports dent near-record figures 


The UK new car market reached its third-high est level on 
record last year. But two-thirds of all cars sold were 
imported - largely because of the strength of sterling - 
and the industry yesterday admitted it was worried by 
foiling production for export, also due to the strong 
pound. Total car output last year Is still expected to 
match the 1.7m units of 1996 - itself a 23-year high. How- 
ever. big output rises in the first half of the year were off- 
set by increasingly large fells in the closing months. 

Output statistics for December are s till awaited, but 
“tbe trend does look more worrying”. Ernie Thompson, 
chief executive of the Society of Motor Manufacturers and 
Traders, said yesterday. New car registrations in the UK 
last year totalled 2.170,725, up 72 per cent over 1996 and 
third only to the record year of 1989 when a am were sold, 
the society said. The total was reached after registrations 
jumped by 8.3 per cent, year-on-year, in December to 
84,634. A sharp jump in imports during December, when 
they accounted for 65 per cent of total sales compared 
with 58.5 per cent in the previous December, lifted total 
Import registrations for the year to 1.437,536, or G&2 per 
cent or the total market. John Griffiths 

Toyota sales. Page 14 
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fT'n, The Jackal Bruce 
Willis is a master of 
disguise. He dashes 
about the world filling 
dty trashcans with his 
discarded wigs and hair-col- 
our lots, wSUe the- FBI race 
: after, him trying to- stop this 
hired gun of the. Russian 
;^Mafia murdering a Top 
American.".' Political Figure. 
Meanwhile Richard Gere, a 

- master- at being Richard 

• Gere ' (even with an Irish 
accent},, is the jailed IRA ter- 
rorist promised a. deal if he 
helps the Feds catch him. 

- 1 - . Astonishingly^ the credits 
of this loud, silly, sometimes 

• enjoyable retread of The Day 
Of The Jackal area Fied-free 

: ztme. Neither the late Fred 
. Zirmemaxua, who directed 
. the original movie, nor 
Frederick Forsyth, who 
wrote the novel, are deemed 
worthy of citation. Or per- 
haps neither was persuaded, 
to bless sr screen assassina- 
tion plot whose target has 
changed from General De 
Gaulle - very classy - to 
someone yon could barely 
care about Just below the US 
Presidency. (Avoid reading 
paragraph Tour if. yon wish 
to stay in suspense for the 
flhn.) ;. 

British director Michael 

- Caton-Jones comes to this 
from Scandal. a nd Memphis 
Belle. His strengths are. 
visual verve and incisive, 
cutting. His weakness is an 
inability to make us give a 
damn. Where Zinneniaim 
made Edward Fox's chilly 
assassin the paradoxical 

' heart of the first Jackal, ^ Wil- 
lis and Gere are interchange- 
able action brats. Willis 
frowns and steoulders, what- 
ever the day or hair colour. 
Gere's macho affectlessness 
is unaffected even by attach- 
ing him to two endangered 
women: Diane Venora's 
tnngh-gfrl Rnngfari cop and 

Ma thilda hfay’s Hispanic ex- 
freedom filter. 

. May is given one of those 
climactic, lines that; wise 
screenwriters avoid: “When 
is all this going to end?" It 
ends, of course, with the 
showdown in a public pace: 
with Tess Harper’s First 
Lady rugger-tackled, hero-- 
ically by Sidney Pol tier’s FBI 
man while Gere tiles to. blast 


out Willis’s remote-control 
laser-gun. Miss H was open- 
ing a children's chemother- 
apy unit at the time. This 
proves that even an En glish 
director adapting a British 
novel about a murder plot in 
France cannot, once fallen 
among the Hollywood identi- 
ty-changers, stop America 
tinning almost everything to 
its own glutinous credit 
+ 

Britain cannot be too proud 
this week of its own home- 
grown product. The Winter 
Guest is set at the edge of 
the world. But what world? 
We would love to recognise 

THE JACKAL 

Michael Caton-Jones 

THE WINTER 
GUEST 

Alan Rickman 

THE END OF 
VIOLENCE 
Wim Wenders 

~~ KISSED 

Lynne Stopkewich 

PICTURE 

PERFECT 

Glean Gordon Caron 


authentic human life in thia 
eight-handed fable played 
out in a pretty Scottish vil- 
lage lapped by a frozen sea. 
Everything is in water-col- 
ourish pinks, whites and 
pale bines. And the charac- 
ters, who might have strayed 
from a Dylan Thomas story, 
speak the dialogue in strenu- 
ously “poetic” rhythms. 

Directed by actor Alan 
Rickman, the film is based 
on a play by Sharman 
McDonald which Rickman 
directed on stage. On paper, 
or even in live performance, 
it might have had a delicate, 
microcosmic charm. E mma 
Thompson cracks open a 
fine Scottish accent, though 
we miss her Joopier London 
cadences, as the widowed 
daughter of mum Phyllida 
Law. Meanwhile three other 
thinly-connected duos span 
the generations, from two 
pubescent schoolboys 


ARTS 


playing on a beach via two 
teenage lovers to the brace 
of old biddies who like gate- 
crashing funerals. 

On screen, though, we feel 
as if we have gatecrashed 
one ourselves. The film 
seems embalmed, predeter- 
mined. literary; and a little 
winsome. Since we keep 
being shown sbots of that 
icy sea, the movie is all - we 
presume - about the chilling 
vistas of the unknown and 
yet, ah, the limitless hori- 
zons of hope. But when one 
of the boys walks out on the 
sea carrying a kitten in his 
arms, we feel like stamping 
"unacceptable feyness" on 
the film and sending it back 
to the lab for a rethink. 

Wim Wenders’s The End 
Of Violence is an essay sub- 
ject in search of a movie. It 
too opens at the edge of the 
world: Malibu, California, 
where film producer Mike 
Max (Bill Pullman) plots 
deals by a pool jutting into 
the Pacific. Suddenly his 
wife (Andie McDowell} tells 
him by mobile phone, Tm 
leaving.” But before she wn, 
he is kidnapped and begins 
his own encounter with vio- 
lence. 

Subplots are soon mating 
like rabbits. Government 
boffin Gabriel Byrne spies 
on LA’s crime world from an 
observatory. Stunt woman - 
turned-starlet Traci Lind is 
romanced by polysyllabic 
detective Loren Dean (big on 
"subnuclear transference" in 
marriage}. And just what 
bald-domed Daniel Benzali, a 
sort of walking human 
observatory himself, has in 
common with an assassin, a 
small child and a Mexican 
cleaning lady you must find 
out for yourselves. 

The film looks a dream. 
This is an LA pictured as if 
by Antonioni. Hockney and 
Edward Hopper mirages and 
sun-bright primitivism, 
sleeked with touches of nohr. 
But Nicholas Klein’s script, 
from a story co-conceived 
with Wenders, is two hours 
of sophomore bricolage , 
blending genres as it grap- 
ples with the Big Idea of a 
world brutalised by media 
violence. 

• The makers picked the 
theme first then created the 
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Bruce Willis: master of disguise as a hired gun for the Russian Mafia in The Jackal’ 


story and characters. So we 
can hardly wonder that 
those characters seem like 
propositions on sticks, while 
their dialogue has a 
hand-me-down preciosity 
(“There are no enemies or 
strangers, just a strange 
world"). As a last resort 
Wenders even drags in poor 
Sam Fuller, late beloved 
B-movie master, for yet 
another guest cameo 
designed to bless a film in 
need of all the benediction it 
can get 

Wenders once made won- 
derful movies in which fable 
co-existed with flesh and 
blood: Alice In The Cities, 


Kings Of The Road. Paris 
Texas. He seems now to 
have succumbed to what we 
shall call Terminal Postmod- 
ernism. This is typified by 
films like Lynne Stopke- 
witch’s Kissed. In tM» low- 
budget prizewinner from 
Canada, a series of episodic 
tableau btoont-style scenes 
are homogenised by a tone 
of laconic yet dreamy irony. 

The heroine dresses 
corpses in a funeral parlour, 
but only after taking advan- 
tage of them - or the male 
ones - while undressed. For 
this a film about necrophilia. 
Don't ask me how she raises, 
in a literal sense, the dead. 


Her carnality is too poetic to 
deal with such matters: ‘Tve 
seen bodies that glow like 
stars”; "It’s about crossing 
over. By the time I get there 
Pm out of myself.” 

It’s a daring subject and a 
morally challenging one. For 
whom are you actually 
ha rming If you "abuse" the 
already dead? But the film is 
a little too petitpomt, too 
closed off in its own her- 
metic piety, to do it justice. 
To speak up for necrophilia 
you surely need a glimmer 
of dark humour, if only to 
counter-attack your detrac- 
tors. And you surely need a 
more adventurous style than 


these still-life compositions 
topped with demure over- 
voice. 

The best film of the week 
is the most rms&arming . Pic- 
ture Perfect is a feather- 
headed comedy with charm. 
Career girl Jennifer Aniston 
(of TV’s Friends) fakes an 
engagement to win promo- 
tion from her marriage-ap- 
proving boss and must then 
disembarrass herself of the 
hired -f or-a -weekend "boy- 
friend" (Jay Mohr). Guess 
what: he wont let go. Guess 
what she might fall in love 
with him after all. even if it 
takes 101 elaborately plotted, 
prettily acted minutes. 



’HI Kristin 
Scott-Thptnas play 
Princess Diana? Will 
large rocks from 
-outer space destroy.the earth? 

. .Will Anthony Hopkins beat John 
Travolta to the American 
Presidency? 

.. These are the questions .being ... 

asked as Hollywood rings in its ■ 
1998 production slate, while - 
Britain continues .to annex 
startling expanses of world movie 
culture. We gave the west its 
most momentous new myth this 
year - a princess’* life cut short 
by a tragedy that seemed to unite 
a hemisphere- and. already pens 
are baking screenplays. 
SrotoThomas, raisedto stardom 
in The EkigHshiPatient, is a 
favour! te to play Diana. 

. Britain also owns a controlling 
stake in Lolita, with Adrian Lyne 
. directing- Jeremy Irons as 
Nabokov’s nymph-fancier, while 
London’s Klstree Studios host the 
.tatestjfihh from the last 
Loffto maker Stanley Kubrick. 


What’s in the can for 1998? 


The recluse-expatriate has been 
slaving for over a year on his 
psychodrama/love story Eyes 
Wide Shut - schedule still wide 
open - while stare Tom Cruise 
and Nicole Kidman say goodbye 
to films they might have made 
during the devouring 
twelvemonth. 

The most unpredictable unit of 
British talent, however, remains 
Sr Anthony Hopkins. Not 
content with playing a cannibal, 
a painter (Picasso) and a US 
President (Nixon), he now moves 
on to a second US President He 
plays John Quincy Adams in 
Steven Spielberg’s ambitious 
1880s slave drama Amistad. 

Mostly, though, we shall be 
treated to large objects hurtling 
through space, or alternatively 
large creatures stomping towards 
us cm earth. Roland Independence 
Day Emmerich promises the 


humungous-budge ted Godzilla . 
with wags and publicists 
already opining that it cost 
more to raze Tokyo than to build 
It in the first place. In 
Deep Impact and Armageddon a 
comet and large asteroid, 
respectively, gatecrash Earth’s 
gravity field. 

S erious cinema, or 

serious- ish, may include 
Terry Gilliam’s film of 
Hunter S. Thompson's 
Fear And Loathing In Las Vegas, 
bringing gonzo journalism to the ■ 
screen. Mike Nichols's Primary 
Colours, starring John Travolta in 
the Clintmrish roman d clef, and 
Robert Bedford’s adaptation of 
Nicholas Evans’s The Hone 
Whisperer, the thinking man’s 
bestseller. Bedford stars and 
directs. Clint Eastwood, not be 
outdone as actor-auteur, has 


tUmed Midnight In The Garden Of 
Good And Evil, John Berendt’s 
atmospheric docn-novel about 
murder and society in Savannah, 
Georgia. 

For seriously serious cinema, 
we most await Martin Scorsese's 
film about the Dalai Llama. 
Ktmdun. Taking a hostile view of 
China’s role in Tibet, the 
production was refused 
permission to shoot inside the 
People's Republic, going to North 
Africa instead. Nonetheless, a 
quarrel developed between 
backers Disney and Beijing. The 
hiring of Henry Kissinger, no 
less, as mediator failed to 
prevent the Chinese from 
suspending work on the new 
Sin o-Disney land. 

Other artistically inclined 
mavericks have heeded the call of 
the cash register. Francis Coppola 
directs the latest John Grisham 


blockbuster The Rainmaker 
(continuing a Coppola obsession 
with wet-weather titles that 
includes Fmian ’s Rainbow and 
77ze Rain People). And Robert 
Altman directs another Grisham 
work, an original script called 
The Gingerbread Man. 

Additional Hollywood projects 
to tickle the fancy Include Jackie 
Brown, Quentin Tarantino’s first 
film since Pulp Fiction (based on 
an Elmore Leonard novel); The 
Postman, in which Kevin Costner 
delivers mail In a post-unclear 
world; The Avengers, with Ralph 
Fiennes inheriting Patrick 
Macnee’s umbrella; Eddie 
Murphy as Dr Doolittle sans 
songs. There are also two films 
"crossing over" in opposite 
directions. Anastasia turns the 
1956-filmed tale of the 
Alexandrov pretender into an 
animated feature, while Mr 


Magoo brings the cartoon 
stumble-sight to life in the shape 
of Leslie Nielsen. 

Nothing will compare, though, 
with the hype accorded Titanic. 
opening in Britain this month. 
James Cameron's film about the 
buoyancy -challenged ocean liner 
is the most expensive in history: 
it will need to earn more than 
half a billion dollars to stay 
afloat financially. The whole of 
Hollywood may be singing 
“Nearer, my God, to thee” if it 
goes down with all hands. Then 
again, if it readies port, we will 
be drowning in liner epics by 
millennium time. 

A top tip for British 
moviegoers, though, is My Son 
The Fanatic, opening in April. 
Hanlf Knreishi’s best script since 
My Beautiful Laundrette deals 
tragicomically with race, 
religion, sex and class struggle in 
modern England. Wryly scripted 
and beautifully acted. 

NJL 


Concert 

Schnittke 

played 

with 

panache 

I f it had not been for his 
ill health, Schnittke 
might now be one of the 
most visible composers. 
With the fall of communism 
and the new freedom for 
Russian artists to find an 
audience in the west, it 
seemed his time bad come. 

Certainly there has been 
no lack of interest Promi- 
nent Russian performers, 
such as Rostropovich and 
the violinist Gidon Kremer. 
have made sure that his 
music has been given a high 
profile and middle-sized 
record companies have been 
energetic in covering as 
much of his output as possi- 
ble. One way or another we 
have caught up on a life- 
time’s composing: big. 
extravagant pieces, atten- 
tion-seeking jokey ones, and 
most recently some very 
thin scores with little music 
in them. 

On Tuesday. Schnittke 
was the focus of attention at 
the Wigmore Hall. Two 
important champions of his 
music had come to London: 
the cellist was Alexander 
Ivashkin, dedicatee and first 
performer of various 
Schnittke pieces and also 
author of a book on the com- 
poser. and the pianist was 
Irina Schnittke, wife and fel- 
low musician. Between 
them, they command no 
little authority in perform- 
ing his music. 

T he two Schnittke 
cello sonatas date 
from more than 15 
years apart. In com- 
posing terms that means 
they should display different 
styles and different sides of 
Schnittke's many-faced per- 
sonality - but in fact they 
are surprisingly alike. The 
first, written in 1978. is one 
of the most familiar post-war 
cello sonatas. Students cut 
their teeth on its formidable 
technical difficulties, though 
it is its uphill emotional 
climb that usually makes 
them sweat. 

Ivas hkin gave its impas- 
sioned solo part magnifi- 
cently generous and rich 
tone. It is not every accom- 
panist at the Wigmore who 
can claim to need the piano 
lid up, but here the climaxes 
summoned some heavy Rus- 
sian artillery. From its sub- 
dued opening the First 
Sonata mounts ever higher 
peaks of intensity until it 
reaches a pitch of hysteria, 
marked by screaming high 
cello trills, and then sub- 
sides back Into desolation. 
The second sonata of 1994 is 
in five short movements, 
rather than three long ones, 
but its emotional journey is 
the same. 

Having made the first 
traversal with sustained 
power, the performers 
matched it as far as they 
could with its more dis- 
jointed successor. On either 
side of the Schnittke two 
stalwarts of the 20th-century 
Russian cello repertoire - 
the Prokofiev and Shost- 
akovich sonatas - were 
played with equal panache 
and intensity. Ivashkin is a 
cellist we should bear more 
often. 

Richard Fairman 
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EXHiwribris- ; . 

Yah Gogh Museum v ; . 

Tet 3t-20H?0 5200 
Auguste PnSault {1809-1879): . 

~ Romanticism 

isculptuces aflcl mBdafToha by tha. 
.fiqnbb^^ 

- tiiirli^fiisTffeiinie, werereguterty 
rejected by the Sakin Jqiyr ends 

-on.SimdEy- . -• - ?;‘v ; ;■ 

■ B ARC [ 

exhibitions “ ; - * 

^mdi^d^'Caha 8 . .... 

Tat 34&20r-7475: 7 --V'7 ' 
Renibcafldt 'n». Human arid the, . 

. frpfii the Rembrandt House V; 

;&&saajtin Amsterdam; enefe on 


.. Artists, Collectors, and Dealers: 
'-first major exhibition devoted .to 
Peter Sirmartn and his son; 
Kunstmuseum; to Jan 11 

■ RERUN 

L . CONCERTS . 

Phltharmbrife 

Teh 49-00-2548 8354 
Berfirv PWtharmonlc Orchestra: 
conducted by Nikofeuis 
Hamonkourt in works by 
Beethoven; Jan 10, 11, 12 

OPERA.' 

Deutsche Oper ... 

Tet 49-30r34384rf)1 • 

Hansel und Gretek by. 
Humperdinck. Cbnducted by 
^Sebastian. i-aig- Lessing in a 
staging by Andreas Homoki; 

; Jan 9. .-.. . 


exhibitions 
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■ BONN : ; , • 

EXHIBITIONS 

Kunst- und AussteHungshalle 

i der Bundesrepubfi k - 

' Deutschland 

Tet 49-228417 1200 
Kunsthate Bremerc selectjon of 
- . Important wforica including 
paintings, sculptures and copper 
engi^^. torn -the 'oollectfonor 
; the Kunsthalte Bremen; ends on 
- Sunday ' . 

■ CHICAGO 

OWERA f. r 

•• Lyric Opera of Chicago 
Teiz l -31 2-332 2244 
wwv.tyrkzoF&e.org 
Amistad: work! premiere of 
Anthony Davis’s . new work about, 
the 1 9th century anti-slavery 


campaign. Dennis Russell Davies 
conducts a production by 
George C. Woolfe; Jan 9, 11 

■ COPENHAGEN 
EXHIBITIONS 

Louisiana Museum of Modem 
Art, Humlebaek 

Tet 45-4919 0719 
www.touisiana.dk 
Alberto Savrnio, Paintings 
1927-1952: around 30 still fifes, 
landscapes and mythological 
compositions by the relatively 
unknown brother of de Chirico, 
whose career in many ways 
parallels de Chirico's own; ends 
on Sunday 

■ FORT WORTH 

.EXHIBITIONS 
KlmbeiJ Art Museum 
Tel: 1-817-3328451 
wwwJiirnbeltartorg 
Impressionist and Modern 
Masterpieces: The Rudolf 
Staechetin Family Foundation 
Collection of Basel. First 
American, showing of 26 
paintings including Gauguin’s 
Nafea Fas. Ipoipo (When Win You 
Marry?) and works by. Matfese 
and Picasso; ends on Sunday 

■ LONDON 

CONCERTS 
Barbican HaH 
Tel: 44-171-838 8891 
London Symphony Orchestra: 
conducted by Bernard Haitink in 
works by Haydn and Bruckner, 
Jan 11 

DANCE 





Royal Festival Hall 

Tel: 44-171-928 8800 

The Royal Ballet Cinderella; Jan 

8, 9, 10, 12, 13, 14 

EXHIBITIONS 
National Portrait Gallery 

Tet 44-171-3060055 
Glenys Barton: selection of 
ceramic heads and portraits by 
the British sculptor; ends on 
Sunday 

Victoria and Albert Museum 

Tel: 44-171-938 8500 
Zuloaga: Spanish Treasures tom 
the Khalil! Collection. First major 
exhibition devoted to the 19th 
century Spanish metalworker and 
his contemporaries; ends on 
Sunday 

OPERA 

Shaftesbury Theatre 

Tel: 44-171-379 5399 
The Royal Opera; The Merry 
Widow, by Franz Lehar, in a new 
translation by Jeremy Sams. New 
production by Qaham Vick, with 
designs by Richard Hudson; Jan 
8, 9, 10 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler PavHfoi 

Tet 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Haydn and 
Mahler; Jan 8, 9, 11 

■ MADRID 

EXHIBITIONS 

Museo Nacional Centro de Arte 
Fteina Sofia 


Tel: 34-1-467 5062 
Fernand L6ger (1881-1955): 
retrospective comprising some 
220 paintings and drawings by 
the early modernist; ends on 
Monday 

■ MILAN 

EXHIBITIONS 

Fondazkme Antonio Mazzotta 

Tel: 39-2-878 197 
Kandinsky: more than 100 works. 
30 of them paintings, including 
several masterpieces; ends on 
Sunday 

■ MUNICH 

EXHIBITIONS 
Kunsthalle der 
Hypo-Kutturetiftung 

Tel: 49-89-224 412 
COBRA 1948-1951: organised to 
mark the 50th anniversary of a 
post-war group of experimental 
artists who derived their 
movement's name from their 
three cities of origin: 
Copenhagen, Brussels and 
Amsterdam; ends on Monday 

■ NEW YORK 

DANCE 

New York City Ballet, New 
York State Theater 

Tet 1-212-870 5570 

• Jewels: by Balanchine, to 
music by Faure, Stravinsky and 
Tchaikovsky; Jan 10, 14 

• Mixed Programme: includes 
Angelin Preljocaj's La 
Stzavaganza, premiered last 
spring, and Balanchine's Stars 
and Stripes; Jan 11 


' EXHIBITIONS 
Metropolitan Museum of Art 

Tel: 1-212-879 5500 
www.metmuseum.org 

• Drawings of Filippino Lippi 
and His Circla- first major 
exhibition of work by the 
Quattrocento painter; ends on 
Sunday 

• The Private Collection of 
Edgar Degas: sold at auction 
after his death In 1918, more 
than 200 19th century French 
paintings and drawings collected 
by the artist who once imagined 
establishing his own museum; 
ends on Sunday 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tet 1-212-362 6000 
wwwjnea 4 jera. 0 rg 

• Capricdo: by R. Strauss. New 
production by John Cox, with 
sets by Maura Pagano; Jan 9, 12 

• The Rake's Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey; Jan 13 

■ PARIS 

CONCERTS 
SaUe Pleyel 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Emmanuel Krivine in works by 
Wagner and Strauss. With bass 
Jose Van Dam; Jan 8 

OPERA 

Opera National de Paris, Opdra 
Bastille 

Tel: 33-1-4473 1300 


La Traviata: by Verdi. Production 
directed by Jonathan Miller and 
conducted by James Conlon. 
Angela Gheorghiu sings the role 
of Violetta; Jan 10 

■ VENICE 

EXHIBITIONS 
Palazzo Grass] 

Tel: 39-41-523 1680 
German Expressionism: Art and 
Society. Kirchner is at the centre 
of this selection of works, dating 
tom around 1910 to the 
mid-1920s. Other artists 
represented include Meidner and 
Marc; ends on Sunday 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

Monday to Friday, Central 
European Time: 

• NBC Europe 

10-00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

08^0: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 


. t. ■ . 
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China spreads its wings 


" China cannot develop itself 
in isolation from the rest of 
the world. " 


T hese are the words 
of Premier Li Peng, 
the most nationalis- 
tic of the top Chi- 
nese leaders. Hardly revolu- 
tionary sentiments, one 
might think . But in China, 
which has traditionally 
shunned multilateralism for 
fear of being bullied over 
such issues as security in 
the South China Sea and 
human rights, they mark an 
important shift. 

China has embarked on a 
determined drive to sell a 
new foreign policy in which 
it asserts itself regionally 
while pursuing its goals 
more vigorously through 
international forums. Previ- 
ously. it preferred to deal 
with sensitive issues bilater- 
ally. In the post-Deng Xiao- 
ping era, Beijing may at last 
be fashioning a more activ- 
ist. coherent, and outward- 
looking foreign policy to 
match its growing economic 
importance. 

China's rulers have been 
beating the drum of the new 
foreign policy for much of 
the past year. The relatively 
successful Hong Kong hand- 
over and a warming of 
Sino-US ties have encour- 
aged an increased assertive- 
ness. So have the economic 
problems afflicting the Asian 
tigers- State media coverage 
of meetings between Jiang 
Zemin. China’s president, 
and beads of the financially 
troubled Association of 
South-east Asian Nations 
(Asean) last month depicted 
a benign godfather dispens- 
ing advice to errant school- 
children. 

Such are the contradic- 
tions between old and new 
perspectives that Chinese 
policy remains skittish and 
has not yet settled into an 
predictable pattern. Suspi- 
cions about the "ulterior’’ 
motives of outsiders are 
deeply rooted in a country 
that shunned contact with 
the world until relatively 
recently. The propaganda 
machine continues to warn 
of US "hegemonistic ambi- 
tions" even as Mr Jiang 
seeks ways to advance a 
"constructive strategic part- 
nership" with Bill Clinton, 
his US counterpart. 


Beijing is forging a new, more open, 
foreign policy based on regional 
engagement, writes Tony Walker 



But there are enough indi- 
cations of change to per- 
suade China -watchers that 
Beijing has embarked, albeit 
tentatively, on a new trajec- 
tory. It is a path, say opti- 
mists. that could allow it to 
improve often fractious rela- 
tions with its neighbours 
and with the west 

China has undergone “a 
very significant reorienta- 
tion". says Professor Samuel 
Kim, senior research scholar 
at the East Asia Institute, 
Columbia University. Beijing 
is veering away from its pre- 
tensions of being a global 
(but Isolated) power, towards 
pursuing its goals by forging 
relations with its immediate 
neighbours. Mr Jiang's pres- 
ence last month at the first 
summit between leaders of 
Asean and of the region's 
economic powers - Japan. 
China and South Korea - is 
part of what Prof Kim 
describes as the "substantial 
regionalisation" of China's 
foreign policy. 

Since China opened to the 
outside world in the late 
1970s, Chinese policy has 
undergone a number of 
twists and turns. This began 


with a starry-eyed Sino-US 
romance during which Mr 
Deng declared that the US 
and China, in their opposi- 
tion to the Soviet Union, had 
“identical global interests". 
But a decade later the Tian- 


anmen square massacre 
frayed what had become a 
threadbare perception of Sin- 
o-US togetherness. Then the 
collapse of the Soviet Union 
forced an overdue review 
of China's place in the 
world. 

That review produced a 
basic conclusion that if 
China could achieve “great 
power" stature in the Asia 
Pacific region - where the 
US. China. Russia and Japan 
rub up against each other - 
It would in due course 
become a great power glob- 
ally. Chinese officials have 
begun to articulate with 
greater clarity foreign policy 
priorities, including what is 
described as a "new begin- 
ning” in Sino-US relations. 

“Since the cold war Is over 
and the world moves 
towards multipolarity we 
stand for a new type of state- 
to-state relationship," says 
Chen Jian, an assistant for- 


eign minister and one of the 
architects of Beijing’s Asia 
strategy. “This is character- 
ised by mutual respect and 
mutual co-operation.” 

These words more or less 
reflect sentiments expressed 
by Mr ^ang in a speech to 
the Communist party con- 
gress last September in 
which be observed that big- 
power relationships were 
undergoing “major and pro- 
found adjustments”. China 
sees itself as integral to 
those changes. 

Kenneth Lieberthal, a 
C hina scholar and adviser to 
the US. says it is unclear 
whether Beijing's desire to 
forge a coherent foreign pol- 
icy is merely an attempt to 
counter American influence, 
or if China genuinely 
believes this to be the best 
way of ordering its interna- 
tional relations. Similarly, 
China's participation in the 
Asean regional forum on 
security, reversing past 
objection to such multilat- 
eral forums, invites the ques- 
tion of whether this is a cyn- 
ical exercise to stifle 
discussion about territorial 
disputes in the South China 


Sea. Chinese officials insist 
their interest in dialogue is 
genuine. 

What is clear is that the 
new leadership in Beijing 
has. since Mr Deng's death 
last February, gone on the 
offensive diplomatically. 
Since the Hong Kong hand- 
over on July l, Chinese offi- 
cials have engaged in what 
Prof Lieberthal describes as 
“high diplomacy”. This has 
included summits with the 
US and Russia; high-level 
exchanges with Japan; 
involvement in meetings of 
the Asia Pacific Economic 
Co-operation (Apec) forum 
and Asean; participation in 
efforts to bail out sinking 
Asian economies; and a lead 
role in promoting Geneva 
peace talks on Korea. 

All this generally con- 
structive activity contrasts 
sharply with the crisis of 
early 1996 when China’s fir- 
ing of missiles into waters 
off Taiwan prompted wide- 
spread censure and the 
deployment of two US naval 
carriers. ’They are seeking 
to establish a high profile as 
an important country with 
whom you can get along and 
one interested primarily in 
economic development," 
says Prof Lieberthal. Bat he 
has yet to discern a clearcut 
global strategy. “Jiang 
Zemin is trying on major 
country clothes to see how 
they fit." 

In the process, China is, 
somewhat uncertainly, try- 
ing to come to grips with its 
status as an aspiring “great 
power” or. as Pror Kim 
describes it. “an incomplete 
great power” - but through 
regional engagement rather 
than splendid isolation. 

“The irony is that the west 
has begun to sing the rise of 
china chorus at a time when 
Chinese leaders. . .are shift- 
ing from the pretence of 
being a global power to 
becoming the dominant 
regional military power in 
Asia.” says Prof Kim. 

“From Beijing’s post-cold 
war perspective, Asia is the 
centre of Chinese power and 
influence, the nucleus of 
ever-expanding circles 
radiating outwards in all 
directions.” This is an Idea 
we are likely to hear much 
more of as China continues 
to spread its wings, it may 
even become policy. 



Credit rating agencies' power is 
derived only from offering value 


From Mr Leo G QUeffL 

Sir, In your editorial, 
“Over-rated agencies” 
(December 24), you convey a 
generalised misconception 
about the role of Standard & 
Poor's in capital markets as 
well as its analysis of Asian 
sovereign credit risk. 

Surprisingly, your edito- 
rial criticises the leading rat- 
ings services, including ours, 
as having “power" and 
"managing to bully their 
way into a position of 
extraordinary influence”. 

But in fact, for decades 
SAP’s ratings have brought 
tremendous value to market 
participants around the 
world. What “influence” S&P 
has is the result of passing 
the market's stringent tests 
of adding value for more 
than 80 years. The only 


“power” S&P derives is from ’ 
investors who trust our opin- 
ions and look to us for objec- 
tive and thorough analysis. 

While we believe investors . 
jind investm ent managers 
will continue to find, our 
credit ratings useful bench- . 
marks, we have long encour- 
aged fund managers to per- 
form their own analysis ’’ 
(which may embody factors 
other than credit), compare 
and contrast it with our 
views and ultimately make 
their own decisions. A rating 
is not a recommendation to 
buy. sen, or hold a security. 

Credit ratings are analyses 
based cm facts and available 
information. Ratings are 
important instruments of 
disclosure, but they cannot 
replace the need for credible 
reporting by issuers. A lack 


of transparency is at the 
heart of many of the finan- 
cial problems in Asia today 
hut we befieye reform is. ' 
'under way across the' region, - 
which hopefully win 
enhance the capital market 
stature. 1 and, ratbags; of these' 
countries. . 

Finally,, contrary to your 
editorial's suggestion, SAP's 
network of global offices Is 
involved in monitoring ' 
regional trends and provid- 
ing that information both 
internally to its analysts and 
externally to its customers. 


Leo C. O'Neill, 
president. 

Standard & Poor’s 
Ratings Services, 

25 Broadway, 22nd floor. 

New York, NY1 0004-1010, 
US 


Labour must not avoid tough choices 


From Mr John Wells. 

Sir. A rebalancing of UK 
monetary and fiscal policy, 
as advocated by Martin 
Weale and Gariy Young of 
the National institute of Eco- 
nomic and Social Research 
(“More rate rises unwise”, 
January 5), would be most 
welcome. 

A loosening of monetary 
policy and lower interest 
rates, accompanied by a 
tightening of the fiscal 
stance, might bring about 
a in the sterling 

exchange rate to a more 
competitive level - such 
as would be required by 
eventual participation 


by the UK in Emu. 

Fiscal tightening, how- 
ever, given New Labour's 
election promise to eschew 
rises in the standard and 
higher rates of income tax. 
may be focused exclusively 
on public spending cuts. 
This would be most undesir- 
able, given the evident defi- 
ciencies In our public ser- 
vices, the adverse effects of 
cuts on poverty and inequal- 
ity and the balance between 
between private and collec- 
tive consumption. 

Well before the general 
election and its notorious 
pledges on tax. Labour said 
its tax policy would be 


decided in the light of the 
needs of the economy at the 
time. 

Such should be its policy 
now. The Tories, in their 
successful re-balancing of 
the economy after 1992, 
raised taxes substantially. 
For New Labour, to avoid 
the tough choices now ' . . 
involved would merit it 
being labelled "more Catho- 
lic than the Pope”. 


John Wells. 

faculty of economics and 
politics. 

University of Cambridge, 
Sidgwlck Avenue, 
Cambridge, UK 


Meetings of the more creative minds 


From Dr Shobhana 
Madhaoan. 

Sir, In contrasting time- 
wasting meetings in aca- 
deme and business. John 
Kay (“When consensus does 
not really mean agreement”, 
January 5) appears to regard 
meetings primarily as a 
forum for expressing and a 


means of arbitrating 
between, preconceived fixed 
opinions. This narrow view 
ignores the value of. 

• brainstorming, which can 
identify options not previ- 
ously considered; 

• devil’s advocacy - to test 
proposed solutions; 

• presentation - preparing 


answers to potential criti- 
cisms. 

In a well-run organisation 
these creative aspects should 
figure more prominently 
than ritual conflict 


Shobhana Madhavan, 
28 Newborn Street, 
London SEU 5PJ, UK 


Personal View • Jan H. Kalicki 


This announcement appears as a matter of record only 


December 1997 


unicef 



Solutions in the pipeline 


US companies are 
looking at how 
to transport the 
Caspian's huge 
energy reserves 


Caspian Sea: possible oil and pas 
pipeline routes . 
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By now the 
' bJ world has 
" --m— become aware 

of the Caspian 
region’s mas - 
sive energy 
resources, by most estimates 
second in potential only to 
the Persian Gulf. US compa- 
nies are involved in billions 
of dollars of Investments in 
the region, and are looking 
to do more. 

The US believes the devel- 
opment of the Caspian is at a 
turning point. We are leav- 
ing behind the post-Soviet 
pioneering phase when com- 
panies and governments 
worked to establish the 
framework Tor oil and gas 
development. With the 
region's energy resources 
still bottled up by a difficult 
geography - and difficult 
neighbours - the central 
challenge is to build the 
diversified transport net- 
work needed to bring large 
quantities or oil and gas to 
outside markets. 

This challenge is not just 
about earning money for the 
producing countries and 
profits for US companies. 
The US has adopted the fol- 
lowing goals to guide Its 
strategy: 

• promoting the indepen- 
dence and sovereignty of 
Caspian states: 

• increasing and diversify- 
ing world energy supplies; 

• promoting regional 
co-operation; 

• supporting US companies: 

• continuing pressure for 
change in Iranian policies. 

We are convinced that 
bringing about a commer- 
cially viable pipeline system 
to take oil and gas from both 
sides of the Caspian to world 
markets is the single most 
important thing we can do to 
advance all of these inter- 
locking objectives. 

Our coramercl.il diplomacy 
has focused on catalysing an 
integrated east-west 
approach to exporting Cas- 
pian oil. OU from Azerbaijan 
on the west side of the Cas- 
pian and Kazakhstan on the 
east will need to be com- 
bined to further the develop- 
. meet of a main new pipeline 
through the Caucasus and 
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Turkey. A line terminating 
at the south Turkish Medi- 
terranean port of Ceyhan, 
where there is already capac- 
ity to handle large tankers, 
is an attractive option. . 

Any solution must make 
sense commercially. It is the 
private sector, after all, that 
will take the risks. This is 
why we have urged the 
countries in the region to 
work closely with the US 
companies that are develop- 
ing innovative solutions to 
these complex problems. 
Working groups in the prod- 
ucing and transit countries, 
cooperating with interested 
companies, can help Inte- 
grate the many parts to the 
transportation puzzle and 
ensure private sector 
resources are brought to 
bear. 

A priority of our discus- 
sions has been encouraging 
rapid movement to overcome 
disputes over Caspian Sea 
boundaries. While there is 
no dispute between Azerbai- 
jan and Kazakhstan, we are 
urging Turkmenistan and 
Azerbaijan to resolve their 
disagreement over mid- 
Caspian boundaries directly. 
In the meantime, they must 
set aside animosities suffi- 
ciently to permit trans - 
Caspian pipelines to develop 
quickly. 

Russia, of course, has an 
important role to play. The 
US supports the Caspian 
Pipeline Consortium and its 


planned oil pipeline from 
Kazakhstan to Novorossiysk, 
as we do both the western 
and northern oil pipelines 
from Azerbaijan. Russian 
companies are significant 
investors In regional energy 
development and transporta- 
tion projects. We believe 
constructive solutions can 
be developed involving west- 
ern, Russian and regional 
participants. 

Gas must also be part of 
the Caspian equation. Turk- 
menistan has some of the 
world's largest gas reserves, 
and both Kazakhstan and 
Azerbaijan have large gas 
potential. Turkey is one of 
the world's fastest growing 
gas markets. Here again a 
trans-Caspian pipeline is an 
obvious solution. 


We are convinced 
that bringing 
about a 


commercially 
viable oil and gas 
pipeline system is 
the most 
important thing 
we can do 


There have been proposals 
to send gas from Turkmen- 
istan to Turkey through 
Iran, but preliminary esti- 
mates by several construe* 
tion companies suggest a 
trans-Caspian line would be 
competitive. Such a system 
could also carry gas from 
Kazakhstan. Uzbekistan and 
Azerbaijan. In addition, par- 
allel gas and oil pipelines 
across the Caspian and into 
Turkey would offer econo- 
mies of scale If built 
together. 

Washington is opposed to 
transporting Caspian ofl and 
gas through pipelines iu 
Iran. US companies are pro- 
hibited from doing business 
in Iran and. under the Iran- 
Libya Sanctions Act we 
could be forced by law to 
impose sanctions on foreign 
companies that contribute 
directly to the development 
of Iran's petroleum Industry. 
Suoh investments give' Iran 
the wherewithal to pursue 
its policies of supporting ter- 
rorism, acquiring weapons of 
mass destruction and promo- 
ting religious fanaticism. 

In addition, Iran Is a com- 
petitor, not a partner, for the 
Caspian states when it 
comes to oil and gas exports. 
Tehran hopes to take advan- 
tage of Turkmenistan’s and 
Kazakhstan's urgent need to 
increase energy exports to 
attract pipelines. However, 
as a recent study of the Cas- 
pian points out, in the fairly 
near future Iran plans to 
compete for the same gas 
markets as Turkmenistan. 

This is a daunting strate- 
gic puzzle, but it is not insol- 
uble. Our job is to ensure we 
continue to build upon our 
many successes through a 
focused public-private sector 
partnership with the coun- 
tries of the Caspian region. 
The initial response to our 
proposals has been encour- 
aging. As we move from the 
old Soviet system towards a 
fully established energy . ec0 ’ 
nomic and political system 
linked to the west, we are 
convinced that we can do so 
in a way in which everybody 
wins. It is time for all those 
who want to make this 
vision a reality to step 
forward. 


The author is counsellor to 
the Department of Commerce 
and VS ombudsman for 
energy and commercial 
co-operation with the New 
Independent Stales 
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COMMENT & ANALYSIS 


An issue of 



Farm trade disputes have 
bedevilled relations between 
Europe -and the US for so long 
that their increased frequency 
should- not, in itself, o ccasi on 
surprise.: However, their nature 
has changed. Fast disputes were 
over import barriers designed to 
protect European- producers. 
The latest rows - including the 
one that top US and European 
Union.' agriculture . officials 
sought to settle yesterday - 
arise from restrictions decided 
in the name of consumers. 

The change has occurred not 
because fiurm trade has become 
appreciably freer, bid because 
public concern about food safety 
has grown. Until recently, it has 
been most acute in Europe, 
where successive BSE scares 
have ' triggered widespread 
alarm and a variety of trade 
curbs. But similar worries are 
now surfacing in the US, after 
food poisoning involving ground 
beef, oysters and raspberries. 

In Europe, these problems 
have coincided with growing 
controversy about the accept- 
ability of other types of food not 
proven to be liazardous. The 
EU"s ban on hormone-treated 
beef, against which a World - 
Trade Organisation disputes 
panel has ruled, is a case in 
point. Another is EU resistance 
to genetically modified foods. 

Advocates of the precaution- 
ary principle say trade restric- 
tions are justified whenever 
food safety is in doubt. In 
extreme rases, temporary bans 
may be unavoidable. But as a 
general policy, they are not the 
answer. They can become an 
alibi for protectionism, in viola- 
tion of WTO rules, and thwart 
beneficial advances in food sci- 
ence. Hot. do they tackle the 
lacir of public confidence at the 
root of most food safety scares. 


In packaged foods, branding 
by household-name companies 
underwrites consumer confl 
deuce. But producers of fresh 
meat and produce are often not 
identified and not responsible 
for the entire supply chain- in 
-these cases, effective regulation 
is vital 

Many recent food safety con 
troversies and trade disputes 
stem from inadequate regula 
tion, real or perceived. The EU 
banned hormones in beef 
because it could not ensure its 
inefficient small fanners admin 
istered them safely. The BSE 
crisis exposed deep Haws in UK 
regulation, while the US has 
conceded weaknesses in its sys- 
tem by planning hi gher spend 
iog on inspection and safety 
research. 

But extra public resources 
alone are not enough. Official 
bungling, notably in Europe 
has undermined public confi 
deuce in governments. It can 
best be restored by entrusting 
regulation to independent agen 
ties, open to externa] scrutiny. 

Better arrangements are also 
needed for approving new prod 
ucts, such as genetically modi- 
fied foods. Public trust in the 
Food and Drug Administration 
ensures such innovations are 
accepted In the US. But the 
greater consumer resistance in 
Europe is partly attributable to 
the opacity and debatable scien- 
tific rigour of its approvals pro- 
cedures. Thes e need - urgent 
overhaul. WTO rules also need 
to be updated to deal with 
advances in food science. 

This is a heavy agenda. But 
trade conflicts over food safety 
win only be avoided once coun- 
tries' regulatory systems are 
regarded as sound and fair by 
their trading partners as well as 
by their own consumers: 



Lionel Jospin's political 
honeymoon now appears to be 
ending: is rib suiprise that the 


Socialist prime minister's - first 
major problem should come 
over unemployment, the Achi- 
lles bed of every recent French 
government 

Mr Jospin initially - con- 
founded Tears that he could 
never marry the firterests of his ' 
leftwing: coalition 7 allies and' 
those of -his -European . Union 
partners. He quickly got a deal 
with, the EU. that gave the 
FrencttiTeft ihie feeling: that the 
EU w;as taking employment 
more senously without disrupt-: 

iog plans- far. mabetdry' union. 
He coaxedhis coaKtiantatopar- 
rial^Lpriyatising France T616- 
com. Aided jby .the windfall of 
an, upturn- intheewmomy.he 
appears- ‘to - have - reined last 
year's ctefltit'in to 3J. per cent 
But. epoisomic ^growth has 
only; put -tiny dents: in the job- 
leas X3t& which after three suc- 
cessiye mquthiy dec li nes in the 
autumn is still at 12.4 per cent 
In recent weeks handfuls of the 
country's 3m. unemployed have 
started,' unusually r to organise 
direct," action They are ; now 
cca^ying two .dozen unianploy- ; 
meat;' Insurance offices;- while 
ano ther two dozen such offices 
haye ^shut; down to avoid being 
occupied. The protestors have 


been demanding an increase in 
.regular dole money as well as a 
-year-end "bonus”. ' 

- Martine Aubry. the Socialist 
social affairs minister, has 
: offered the unemployed a hit 
more money, but not enough to 
- satisfy Communist and Green 
leaders who - though members 
of the governing coalition - 
have publicly sided with the 
protestors. They are also defy- 
ing Mr Jospin in demanding 
-that France ratify the EITs 
Amsterdam treaty by referen- 
dum rather, than par liamentar y 
.vofe. This is essentially a red 
herring - because President 
Chirac can and probably will 
insist on parliamentary ratifica- 
tion t but it is still one more 
irritant for Mr Jospin. 

These coali t ion tensions bode 
-badly for the; parliamentary 
..debate that is about to start on 
reducing the 4 statutory maxi- 
mum work .week to 35 hours, 
the IB-conceived' centrepiece, of 
Mr Jospin's attack on . unem- 
ployment TO placate his frac- 
tious left wing. Mr Jospin may 
end - up- imposing rigid work- 
sharing. This risks driving up 
costs, and destroying jobs. With. 
France due to enter monetary 
/union in less *b«ri a year, it is 
depressing that the country is 
as far away from a real jobs 
.solution as ever. 




iTfre-UK’ government is' taking 

too long to sort ootfre disagree- 
ment between. Britain’s regions 
over slate aid..&irfrrarard inves-' 
: im:- ' ; -|£Lxtisters ■ said three - 
month*; airb': tha£rtbey would 
i jjfflgfto pi Rn glnah 

r^ons tirata^Aslfwrts tb Jure 
fon^aL btrapaniES-.ivere, being 
tiuizbpecr hyL highar ofiere from 
j snAtiqnd : > yfiiea. \ Last. 

hx>afh, tije'f^binet ^reed thffle - 
shpnlif ba a rcopcopdrf' set- 
tiing :dlsput^ But ihme has/ 
bean howord<m.howtiris might 
•work. ./i 

.^re_govamMDt most settle, 
the matter soonTwell hefore the 
debates begin in earnest, on 
Seotfi^i and Welsh devolution: . 
and era the 7 Nation ' of new/ 

r egional . asS emblies iti .E ug fond. 
With'SQuih" Kcasa in wmanuc 
crisis and Japan in stagnation, 
Aevt. • tiulrard- investment :jnay , 
/intew^tmalA^n- 
petitibn -■seems' .certain/ to 
increases .an^witiiit^ ^the temp- 
t&OnTto l^er: investors: ever ; ' 
biggerbribes-/ 

rifles are vague and ; 
Tte. depaitoifint - 
of frade industry suptiwisra 

frow^tawdi'cashaidls afferedto 
pofentiafl *; Investors under 
B^kmai Selective Assistance, 

fife .mg Tnaki ’ rnmhii f far aid 

for iadhstey. J 3 ut the DTI has 
linti^d vinGuence over other 


incentives such as offers to 
soppiy land and infrastructure. 
•/Such incentives have multi- 
plied particularly in Wales 
-and Scotland where the Welsh 
and Scottish Offices have bud.- 
geta beyond the dresuK of the 

Tgr ^Wab ra ginns. Fo T e xa m p le, in 
whmfrig- Liys -iLTbri ($2.9bn) 
electronics complex. Wales 
: offered the Soiitb'Kcrean group 
/aid worth £247toN compared 
with £80m from north-east 
England; ' - ’ ; 

i Such payments waste public 
money and create unhealthy 
economic distortitms. The. sys- 
tem dificriminafas against estab- 
lished companies, both British- 
and foreign-owned, which are 
Hess able to extort taxpayers’ 
money, with threats, of going 
overseas. The great bulk of 
investment - including inward 
investment -. takes place with 
nn" state aict ; . . 

- The best ^answer would be to 
work far a EU-wide ban on 
inward ; investment aid,, even 
though the might take years to 
achiev e • In the meantim*? , the 
pzpposril concordat shouJd be as 
rigorous as possible with dear 
powers for one .individual or 
eommittee to appraise offers 
and enforce limits on everyone, 
including the Welsh and the 
Scots. Aud its decisions should 
be made public to stop cheating. 


Who’s afraid of globalisation? 

Free trade and capital flows should not be greeted with ‘shock horror’, 
but need a more global economic policy, says Samuel Brittan 


G lobalisation is a 
combination of 
much freer trade in 
goods and services 
combined with free 
capital movements. It can plausi- 
bly be argued that it is nothing 
new, merely a return to the pre- 
1914 world when net overseas 
lending and borrowing in key 
countries was a higher fraction of 
national income than it is today. 

The most frequently suggested 
difference between then and now 
is information technology, the 
economic impact of which Is 
often overhyped. A bigger differ- 
ence is that at the end of the 19th 
century there were still vast open 
spaces in North America and 
elsewhere where workers from 
the Old World could go if their 
domestic prospects were unsatis- 
factory. Today, there Is no place 
where US unskilled workers, 
whose wages are under pressure, 
«in find a similar escape. 

A greater difference still is that. 
at the time of Queen Victoria's 
Diamond Jubilee a hundred years 
ago the global economy outside 
the industrial world consisted 
mainly of the coastal peripheries. 
Today, billions of people in 
China. India and elsewhere are 
being drawn into a genuinely 
unified world economy. The pro- 
cess however is only just begin- 
ning. Countries such as the 
Asian tigeis account for a small 
fraction of the populations likely 
to participate. 

The economic case for globali- 
sation is that it has enabled 
countries with high rates of 
savings and relatively low 
returns on investment to lend to 
others with low savings but a 
higher return on capitaL Never- 
theless speakers at business or 
political conferences can win 
cheap applause by saying that all 
the old rules of economics no lon- 
ger apply. They rarely pause to 
tell us what these decried old 
rules actually are. They do not 
realise that countries with low 
wages can, and always have, 
traded with high wage countries, 
to the mutual advantage of both 
and without vast imbalances pil- 
ing up. 

Neither third world countries 
nor the transitional post -Commu- 
nist ones want to sell cheap 
exports to line their central 
banks with dollar or D-Mark 
notes. They do so to finance vital 
imports. The energy expended in 
western complaints about unfair 
competition could usefully be 
diverted into studying the import- 
needs of emerging countries. 

Wages in such countries are 
low because their general level of 
productivity is still low, even 
though it may be high in the 
enclaves that provide the export 
revenues. Professor Richard Free- 
man of Harvard has estimated 
that SO per cent of the differential 
between US and Mexican workers 
is associated with overall skill 
differences and those between 
market exchange rates and rela- 
tive purchasing power. 

It is unfortunate that most of 
the serious writing on globalisa- 
tion comes from writers on inter- 
national trade. For the biggest 
strains on the system have come 
not from trade disturbance but 
rather from volatile capital flows. 
The three main crises, which 
have all had different origins, 
have been the Latin American 
one of 1982. the Mexican 

“TequUa'’ one of 1994-95 and the 
current Asian insolvencies. 

The problems of Japan, which 


' -: .- k. . ... v ■ . - 



maintains a high current account 
surplus, are not those of globali- 
sation at all. They are the combi- 
nation of an ill-performing bank- 
ing system, bolstered by too 
much official protection and an 
excessively restrictive financial 
policy. This has been aggravated 
by earlier misguided US pressure 
for yen appreciation. 

What the genuine globalisation 
crises have in common has been 
an excessive pile-up of overseas 
borrowing - often to finance 
unsustainable property and 
equity booms - followed by 
equally excessive disinvestment 
as lenders have lost confidence. 
They have been also aggravated 
by the domino effect, as the fall 
from favour of one emerging 
country has tempted the finan- 
cial markets to look for the next 
victim. 

There are several ways in 
which debt crises such as those 
of east Asia can affect the rest of 
the world. The trade effects, as 
these countries are forced to 
import less and export more, are 
the most obvious. But they are 
the easiest for official optimists 
to play down. Such optimists do 
not pay enough attention to the 
increased suspicion that falls on 
other debtors throughout the 
world. Brazilian growth is 
already beginning to suffer from 
such domino effects which are 
likely to spread to Argentina. 

A still more obvious danger is 
that contagion from Asia could 
affect US and other equity val- 
ues, which are already too high 


by many criteria. It will be 
almost impassible to disentangle 
a healthy correction from the 
early stages of a self-feeding 
downward spiral. Most worrying 
of all. as J.P. Morgan World 
Financial Markets points out, 
would be a more general loss of 
business confidence in the west. 
It is precisely because there are 
no indications yet of this at pres- 
ent that policymakers need to be 
eagle-eyed for any sign of 

thpm 

The biggest responsibility 
undoubtedly falls on the main 
industrial countries, which are in 
a position to offset any world- 
wide contraction in demand ema- 
nating from Asia or elsewhere. 
Tfris is made unnecessarily diffi- 
cult because of the current cen- 
tral hank fashion of concentrat- 
ing only on forseeable domestic 
inflation as measured by one par- 
ticular set of fallible consumer 
price indices. Western policy- 
makers need to reassert their 
responsibility for maintaining 
world nominal demand. (Readers 
irritated by my repetition of the 
world "nominal” should remem- 
ber that this is a safety catch to 
prevent any panicky swingback 
to inflationary policies.) 

One should not be dogmatic 
about whether governments or 
central banks should assume 
leadership. But one should 
emphasise that leadership can 
only come - as in all other 
spheres - from a small group. We 
could start off with the existing 
G7, reformed to reduce the exces- 


sive European representation and 
the unnecessary presence of Can- 
ada. Room would thus be made 
for east Asian and Latin Ameri- 
can representatives, together 
with a country from the former 
Communist world. 

Meanwhile, the International 
Monetary Fund has made the 
immediate practical suggestion 
in its revised Economic Outlook 
that any further monetary tight- 
ening in Europe and North Amer- 
ica should be "put on hold for 
now". Bank of England Monetary 
Committee please note. 

Indeed the Fund urges western 
policymakers to be alert to possi- 
ble global ramifications of any 
deepening of the Asian financial 
crisis, "in which case there could 
be a need for timely monetary 
easing" in the developed word 
"to arrest an escalating down- 
turn". It should not need to add 
that, as the emerging countries 
adjust their economies, “some 
deterioration in the current 
account of western countries 
needs to be accepted". US Con- 
gress please note. 

If we could only rely on these 
common sense responses we 
could enjoy a great benefit from 
globalisation as. in the IMF’s 
words, “world level fluctuations" 
would be "damped owing to the 
lack of synchronisation of distur- 
bances across national economies 
and a partial absorption by exter- 
nal imbalances”. 

The maintenance of nominal 
demand in the west is a neces- 
sary. but not a sufficient, condi- 
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V m Asking opposition politicians:-' 
Ifowtt^dnmthe eaantiymay. 

, seem routine for political • . * .* ; 
^ magazines- But not in Indonesia^ 

' Wham President Suhartohas ' /\ 
. shfeflaed, imprisoned ir . ' . - ' , 

Jottj^TOBegaggadanycm whb,:: . 
iharbofrred sucb, aspirations ih> ~ 

the past 30years. 

-^. : So the weekly TK&fi magazine's - 
.TfIW<^Eresto 

-.•••- ! 'C- 

tares Amfen Rais, who's thfe-.V 

‘tg f Knprnm nrif^ c most nnfca pnfcan 

\ KaiQCr e«eothough he chairs a 
: Moslem orgatdsatkm.that'sdbse-/ 
'to tbe Suharto est ablishme nt ' 
‘andlias beat rarefUInot to rock ’ 

^teboat 1 . : ; ’ -../V. 

; V 'A political science graduafo of . 

. -Chicago UnWersty, whouses' 

zfhe'kfnd nf^t rmgbt talk ttiat.: ; 
-Tndmiesaans associate with , crude 
westerners, Rais has urged. ^ 

' pafliaroeqtto form a presidium . 
/tojakfi over from Suharto unto 
jH^derrtial filectioiis in March, 
-SomeTnddnesiaa newspaper . 
have dared to repeal this heresy. ' 

- Jlais ^’t seaias apresiden- ‘ 

.tial contender, despite a large , - 
folfowing among students and . ' 
the Moslem middle class. 
“Peopleare shaking the free and 
/hoping Suharto will fall out,” . _ 
•says fhrmar MhhflTnari ' 

SariTI ’ . 

- To underiine the disrespectful 


. tone of D&R's interview, whicb 

- . Vufouid have been' unthinkable - 
r ; ' • : ‘$vetii9ix months ago, ife cover 
*•• • shows Bais wearing Suharto's 
'.tredfimark black cajrin front of a 
7 ftirled Tyiftowp^ ia w flag — just like 
tte presKtential portraits which . 
’ hang in e ve r y public office and 
’many private homes. That’s . 
>eaBy Shaking the tree. , 


offonriye, stepping up . 
ccmnnmlcation and opening a 
“constnictive, dialogue” with 
prosecutors investigating ’• 
whether the. bank's tax advice 
ov er stepped the legal mark - 
bold words indeed for a 
tight-tipped bank tike Dresdner. 
The image-polishing appears to 
be starting- in rarnest. . 


Bank opens up Disconnected 


■ Ws been a humiliating few 
T yipnthfi for Bank. - 

/?3pajTl inenfliers have redgoed 
-•over personal tax improprieties 
. ^^ authorities aro probing ■ 
-.allegations that staffhelpal 
clifints ayoW tax hyadvlsii^ ; 
Zthfimto:Shlit"fiinjb abroad. 

. So, it's hardly surprising that - 
Bernhard Walter, the new head. 

_ aC Germacy's. second biggest ■ 
hank,iK?)esiljat 1998 wiD see - 
; ;th& clouds Btt. in a New Year’s 
letter to employees, he says the. 
decBion of his predecessor, 
;Jfegeh.Sarrazia, to retire a few 
- months early has “drawn a line 
under the turbulence of the past 
' weeks”, giving Dresdner -a 
chance to begin afresh. 

. ; As Walter admits, the bank 
. has suffered “a crisis of. 

, c rmfide nce” despite its strong. 
financ ial progrss in recent 
years. And though he. doesn't 
say so, Sarrazin's remoteness 
hardly helped the hank’s image, 
even in good times. 

Waller intends to go on the 


■ Deutsche Telekom rfoahtnan 
Ron Sommer has pledged to - 
“fight for : every customer” in 
Germany’s liberalised tdecoans 
market, and one preferred 
weapon was to charge customers 
a fee for switching toother 
carriers. .V 

There’s been uprosr-about the 
proposal, not least from rival . 
operators, and the regulator - . 
who wasn’t asked to approve the 
charges in the first place - has 
called a meeting for next week. 
Now DT has admitted that it has. 
no authority to collect the fees. 

Sommer's troops chose to . 
make the announcement via 
Bhd, the mass circulation 
newspaper, late on Tuesday, 
which was a few pfennigs 
cheaper than faxing the 
announcement to interested 
parties. But the bit oTDT which 
places newspaper 
advertisements kept right on 
with the party line, and 
yesterday’s German press - 
apart from Bild - was partly 


financed by frill-page ads . . . 

justifying the charges. 

- Next time DT dreams up a 
wheeze to dish the competition, 
it might save itself some trouble 
by ringing the regulator first 


Cruise ship 

■ The Cayman Islands, that 
idyllic British colony and tax 
haven in the Caribbean, has 
upset the powerful US gay lobby: 
it’s told Norwegian Cruise line 
that a boatload of holidaying 
American homosexuals isn’t 
welcome in part 

The Cayman economy depends 
heavily on tourists, most of 
wham are Americans and arrive, 
on cridse.ships. But tourism mid 
transport minister -Thomas 
Jefferson feds it can' do without 
the 900 well-heeled passengers 
on tire Leeward, chartered by a 
California- based gay tour 
. operator, which was doe to dock 
at Grand Cayman on February l. 

In a letter to NCL, Jefferson 
says - without menttomug the ’ 
pasengera’ sexual orientation - 
that "careful research and prior 
experience” suggests that they 
wouldn't “uphold the standards 
of appropriate behaviour 
expected of visitors". 

The agenda involved nothing 
more outrageous than seven 
hours of shopping and scuba 
diving, which will now take 
place in the more welcoming 
climate of Belize. 


tion for the smoother operation 
of world capitalism. Attention 
also needs to be paid to the type 
of adjustment being urged on 
east Asian countries. Many of 
them operated pegged exchange 
rates for far too long. When 
funds were coming in to feed an 
unsustainable boom, interest 
rates could not be raised for fear 
of currency appreciation. When 
the boom was punctured they 
had to be raised excessively in a 

vain effort to stop an outflow. 

To a UK observer, events are 
uncannily reminiscent of the var- 
ious runs on the pound that 
occurred when the sterling 
exchange rate was pegged under 
Bretton Woods. Because of Lon- 
don’s role as a financial centre, 
an inflow of foreign funds first 
masked the build-up of inflation- 
ary pressures when the British 
economy was overheating. But 
the inevitable subsequent out- 
flow magnified the crisis symp- 
toms: and it required large 
increases in bank rates, together 
with restrictive fiscal packages, 
to restore confidence. The moral 
is the famili ar one that a pegged 
exchange rate is worse than 
either extreme of a frill monetary 
union or a floating rate regime. 

N evertheless a policy 
of “benign neglect” 
of the exchange rate 
rarely works. An 
exchange rate in 
freefall in an open emerging 
economy can do much harm. It 
squeezes already vulnerable liv- 
ing standards. More specifically, 
the countries affected have to 
export or borrow far more to ser- 
vice an existing volume of dollar- 
denominated debt. If domestic 
financial institutions have dollar 
debts that exceed the foreign 
exchange reserves of the country 
concerned, its own central bank 
is not able to prevent a collapse 
of the financial system. Thus, 
even in a floating world, there is 
still need for an international 
lender of last resort 
The IMF has been rightly crit- 
icised for insisting on fiscal con- 
traction for countries with quite 
other problems. Moreover, pro- 
grammes that might make sense 
for an individual country have an 
excessive deflationary impact 
when taken together. One inter- 
esting idea, originating with 
Bernard Connolly, senior econo- 
mist at AIG International, is that 
borrowing countries that do not 
like IMF terms should have the 
alternative of instead borrowing 
from that institution at a penal 
interest rate, as Walter Bagehot 
recommended in the case of Vic- 
torian banking crises. 

Even if one believes in little 
economic intervention, that little 
needs to be on a much bigger 
scale than of the individual coun- 
try or even the euro bloc. There 
is an enormous confusion 
between views of how much gov- 
ernment we need and its geo- 
graphical extent 
So long as there is a small spe- 
cialised high quality staff, the 
political oversight of interna- 
tional economic bodies can be 
exercised by the heads of the 
most important governments act- 
ing on a confederal basis without 
supranational authority. It is 
good fun inventing new world 
economic institutions, with even 
more advisers. But it is simpler 
and quicker to use the ones we 
already have. 

SamuelBritumfgJt.com 


100 years ago 

Our Tenth Anniversary 
To-day the Financial Times 
completes the tenth, year of its 
existence. When the paper 
made its bow to the public, 
there were many sceptics who 
prophesied a speedy and 
unhappy decease - a 
prediction, with which, indeed, 
every fresh newspaper is 
greeted. Although many 
newspaper enterprises are 
formed only to dissipate a 
considerable amount of 
capital and then expire, there 
is from time to time a notable 
exception. And such an 
exception the Financial Times 
has proved. Now the 
Financial Tunes finds itself 
long since established In the 
confidence of the investing 
and speculating public. The - 
path has been by no means 
strewn with flowers, for 
during the ten years there 
have been served on us no 
less than 42 writs for libel, the 
greater number of which were 
received in the first two years 
of the paper’s existence, when 
it was supposed to be 
comparatively weak and open 
to intimidation. In the few 
cases that have been brought 
to a full hearing in Court, we - 
have lost only one. In this one 
case the best evidence as to 
our moral justification is to be 
found in the feet that the 
successful plaintiff, within a 
very few weeks, was awarded 
gratuitous accommodation in 
one of Her Majesty’s jails. 
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New DuPont revamp 
to cut bureaucracy 


By Richard Waters 
in New York 


DuPont, the world’s biggest 
chemicals concern, must cut 
its bureaucracy and slash its 
development time to keep pace 
with the leading multination- 
als, its chief executive desig- 
nate said yesterday. 

The comments by Chad Hol- 
liday. who is due to take over 
the reins at the end of this 
month, herald another attempt 
to shake up the US chemicals 
company, alter restructurings 
which have already seen 30.000 
people cut from its workforce 
during the past five years. 

But while DuPont has 
unproved efficiency, it has not 
achieved the dynamism shown 
by the most successful global 
companies like General Elec- 
tric and by direct competitors 
Hitachi Chemical, he said. 

To cut through the compa- 
ny's lingering bureaucracy. Mr 
Holliday yesterday announced 
a plan to scrap most of its cen- 
tral support groups, which pro- 
vide legal, information tech- 
nology. communications and 


other services to the compa- 
ny's main operating divisions. 
These services would be 
largely handled by people 
working in the divisions them- 
selves. 

About 8,000 of the 80.000 
people in DuPont’s non-energy 
businesses work in the central 
units. A few may remain, but 
most jobs would either shift to 
the operating divisions or be 
cut the company said. 

H Our number one objective 
is to reduce product develop- 
ment time." Mr Holliday said 
in an interview. "We believe 
talcing bureaucracy out will 
help.” Development times dif- 
fered greatly depending on the 
product, but most divisions 
bad set themselves the target 
of cutting the period by a fifth, 
he added. 

In a letter to staff, Mr Holli- 
day paid tribute to advances 
made in earlier restructurings, 
but stressed: “We still take too 
much time and expend too 
much energy on internal pro- 
cesses and negotiations" 
between various divisions. 

Mr Holliday, though a career 


DuPont employee, has spent 
the past eight years running 
the company’s Asia-Pacific 
operations and is regarded by 
many in the company's Dela- 
ware headquarters as some- 
thing of an outsider. 

Living outside the US, he 
said yesterday, “allowed me to 
see DuPont’s external focus in 
clear contrast with other great 
global companies". One con- 
clusion was that it needed to 
follow companies like General 
Electric, Hitachi Chemical and 
Amoco in trying to concen- 
trate the attention of all of its 
workers on external issues like 
dealing with customers and 
suppliers. 

Mr Holliday said economic 
upheaval in Asia would pro- 
vide the first test of DuPont's 
ability to act as a global com- 
pany able to shift production 
and resources around the 
world in response to changes. 
So far this had meant reposi- 
tioning a big plant in Korea, 
built to meet domestic 
demand, and to export 60 per 
cent of its output to other 
Asian countries, he said. 


Germany 
considers 
reward for 
tax dodge 
informers 


By Peter Norman in Bonn 


S Korean bankruptcies soar 
in wake of credit squeeze 


By John Burton in Seoul 


South Korea's severe credit 
crunch has pushed 500 busi- 
nesses into bankruptcy in the 
past week, the central bank 
said yesterday. 

Worries that the unprece- 
dented rate of bankruptcies 
could escalate further capped a 
recent surge in the Seoul stock 
market, which closed flat yes- 
terday at 409.42 points. 

The bankruptcy problem is 
bigger than suggested by the 
central bank figures, which 
relate mainly to small busi- 
nesses and only to the Seoul 
area. 

The bank estimated the 
number of bankruptcies 
nationally could reach 3,000 
this month. Bankruptcies in 
Seoul hit a new peak of 179 
companies on Monday. There 
were L226 bankruptcies in the 


capita] last month, double the 
number in November. 

Analysts expect a surge in 
bankruptcies during the first 
quarter as banks curb lending 
to meet Rank for International 
Settlements capital adequacy 
levels by March 31. 

Strict implementation of the 
BIS standards - and closure or 
merger of banks which fail to 
meet them - is one of the con- 
ditions of the International 
Monetary Fund's rescue pack- 
age. 

As Korean banks are finding 
it difficult to raise funding 
from international banks, and 
their chances of raising extra 
equity capital are slim, their 
only way of improving ratios is 
to reduce their assets by freez- 
ing new loans and calling in 
old ones. 

The jump in bankruptcies 
also reflects a recent increase 


in corporate interest rates to 
30 per cent as the banks set- 
tled their accounts at the year- 
end. Rates bad fallen to 25 per 
cent by yesterday, but are 
expected to increase again if 

hanks maintain tight lending 

policies. 

Three listed medium -sized 
companies have gone bankrupt 
this week. Analysts warn that 
bigger companies could follow 
if the credit crunch persists. 

The threat of bankruptcies 
has increased pressure on the 
government to improve the 
nation’s meagre unemploy- 
ment insurance system. The 
unemployment rate is expec- 
ted to climb from 2.9 per cent 
in December to at least 4.7 per 
cent by the end of 1998, with 
the number of jobless esti- 
mated at 1 m. 


See Lex 


Peregrine I UK to fight air pollution 


Continued from Page 1 


Continued from Page 1 


approval for the rights issue," 
said Peregrine. While it said it 
hoped the issue would pro- 
ceed. analysts gave a gloomy 
assessment of the prospects 
for any fundraising exercise. 

“With the state of Indone- 
sian markets at the moment I 
think it would be very diffi- 
cult to get it off the ground," 
said one investment banker. 
"One big problem is that 
Steady Safe borrowed a lot of 
US dollars and their revenues 
are in rupiah." 


from road transport and a 10 
per cent reduction in sulphur 
dioxide from power plants. It 
also wants a deal on curbing 
sulphur dioxide, which causes 
add rain, in liquid fuels. Air- 
craft, tight vans and heavy 
trucks could also be subjected 
to tougher exhaust standards 
under proposals Britain hopes 
to push further along the EU 
decision-making process. 

It will also seek an agree- 
ment spelling out how the EU 
will deliver an 8 per cent cut 


by 2010 in greenhouse gas 
emissions, which was agreed 
at the climate change confer- 
ence in Kyoto last month. 
Britain also hopes to help the 
Commission reach a deal with 
car manufacturers to double 
vehicles' fuel efficiency by 
2010. 

Mr Prescott rejected sugges- 
tions that tougher pollution 
controls could make care more 
expensive. “We cannot go on 
as we are." he said. “But 
advances in technology may 
mean there is no increase in 
costs." 
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FT WEATHER GUIDE 


Europe today 


Scandinavia and Russia will be 
unsettled with sub-zero 
temperatures producing snow in 
most areas. Southern Sweden and 
the Baltic states will become 
milder with snow turning to rain as 
temperatures rise to about 2C 
(36 F). Most of central and western 
Europe will be dry with sunny 
spells but western France and 
north-west Spain will catch a few 
showers. The French Riviera, the 
Algarve and the Spanish Costas 
will have the best of the sunshine. 
Italy, Greece and Turkey win also 
be dry with some sun. Eastern 
Europe will have rain followed by 
showers. 
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Five-day forecast 

Central Europe will be sunny but 
there will be an increasing risk of 
fog overnight Eastern Europe wiU 
improve, showers being replaced 
by sunny spells. Snow over 
Scandinavia will cease but it will 
stay cold. The Iberian Peninsula 
will have rain. 
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Situation at midday. Temperat u res maximum for day. Forecasts by PA WeetberCrntm 



Maximum/ 

BeBng 


Cefeus/ 

Belfast 

Abu Dhabi 

Fair 2*1 

Belgrade 

Accra 

Fair 32 

Berlin 

Algiers 

Sun 18 

Bermuda 

Amsterdam 

Faff 10 

Bogota 

Athena 

Fair 16 

Bombay 

Atlanta 

Ram 14 

Brussels 

B. Aires 

Fair 28 

Budapest 

B.nam 

Ram 12 

CJiagen 

Bangkok 

Fair 34 

Cairo 

Barcelona 

Sun 15 

Caracas 


Sun 5 
Rain S 
Fair 11 
Shower 8 
Shower 24 
Thunder 20 
Sun 33 
Rain 10 
Fair 9 
Shower 5 
Fafr21 
Fair 30 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 


D*W 

Dubai 

Dubfin 

Dubrovnik 

Edinburgh 

Faro 


Ram 12 
Fair 20 
Rain 2 
Shower 10 
Sun 26 
Fair B 
Fair 22 
Sun 26 
Rain 10 
Far 16 
Shower 8 
Sun 18 


Frankfurt Shower 8 
Geneva Fair 9 


Gibraltar 

Glasgow 


Hamburg Shower 8 
Hetetnta Snow -1 


Hong Kong Drzzl 20 


Honolulu 

Istanbul 

Jakarta 

Jersey 


Fair 27 
Fair 11 
Thunder 32 
Cloudy 12 


Johan nesburgThunder25 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Melbourne 

Mexico City 

Miami 

Milan 

Montreal 

Moscow 

Munich 


Fair 14 
Fair 17 
Fair 18 
Rain 12 
Fair 31 
Cloudy 27 
Shower 23 
Shower 26 
Fair 11 
ice 0 
Snow -2 
Fair 6 




Karachi 

Sun 27 

Nairobi 

Thunder 25 


Constant improvement of our service. 

That's our commitment. 

Lufthansa 

Kuwait 

L. Angeles 
Lea Palmas 
Lima 

Usbon 

London 

Luximurg 

Lyon 

Fair 17 
Fair 18 
Fair 2J 
Cloudy 29 
Fair 17 
Cloudy 13 
Dr=d 9 
Fair 12 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Pans 

Perth 

Fair 15 
Shower 29 
Rain 18 
Sun IB 
Fair 17 
Snow -1 
Cloudy 12 
Fair 34 


Madeira 

Rain 20 

Prague 

Shower 6 


Rangoon 

Reyqavfc 

Rio 

Rome 

S. Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Weflmgron 

W i nn ip eg 

Zurich 


Fair 31 
Fair 5 
Thunder 31 
Fair 15 
Ram 15 
Rain 8 
Thunder 31 
Sleet 2 
Fair 9 
Shower 24 
Fair 19 
Fair 20 
Ram 7 
Ram 3 
Fair 3 
Faff 11 
Fair 9 
Rain 6 
Rain T9 
Shower 18 
Snow -6 
Fair 8 


Korean conversion 


Germany's tax authorities are 
considering rewarding people 
who help entrap tax evaders - 
in spite of grave unease that 
such a move would recall the 
informer cultures of the Third 
Reich and Communist East 

Germany. 

JOrgen Stark, state secre- 
tary in the Bonn finance min- 
istry, and senior officials from 
the states of Saarland and 
neighbouring Rhineland- 
Palatinate agreed guidelines 
yesterday in readiness for a 
possible political decision to 
reward tax informants. 

Although tax evasion and 
the black economy are among 
Germany's few growth sec- 
tors, neither Mr Stark nor 
Thomas Christmann and 
Ingolf Deubel, respectively the 
finance ministry state secre- 
taries in Saarbrflcken and 
Mainz, approached the issue of 
paying to trap tax dodgers 
with great enthusiasm. 

The Issue was forced on 
them by an anonymous infor- 
mant believed to be of French 
origin, who offered Saarland 
tax investigators details of 270 
Luxembourg bank accounts 
held by Germans. 

The Informant requested 
DM500,000 (£270,000) for infor- 
mation. Press reports 
suggested the accounts were 
hiding DM150 m: 

There are powerful political 
arguments against paying for 
information in Germany 
because both the Nazi and 
East German regimes encour- 
aged spying and informing. 

With a general election due 
on September 27, no politician 
wants to hand anti-civil lib- 
erty ammunition to oppo- 
nents. Also, in a society where 
petty disputes are frequently 
brought to the attention of 
authority, politicians fear a 
widespread system of reward- 
ing for information on tax- 
evaders could produce an 
"avalanche of accusations” 
from disaffected employees, 
jilted lovers and deserted hus- 
bands and wives. But prece- 
dents exist for paying infor- 
mants when tackling 
organised crime. 

Dieter Ondracek, leader of 
the tax officials' trade union, 
estimates tax evasion denies 
the state DMl50bn a year in 
revenues. Germany's black or 
informal economy is estimated 
at 15 pm- cent of gross domes- 
tic product 

Mr Stark and the two state 
officials agreed yesterday that 
any system of rewarding tax 
informants should be limited 
to cases resulting in "signifi- 
cant damage to the state". 

They stressed no decision 
had been taken; it is up to the 
16 state finance ministers to 
take the issue farther. Bonn 
wants a unified approach. 
Bavaria has signalled its oppo- 
sition to payments. 


At the root of South Korea's 
financial crisis Is too much 
short-term foreign private-sector 
debt. The debt rescheduling talks 
now under way in New York look 
likely to address part of this prob- 
lem. With the state willing to guar- 
antee private-sector debt and pay 
higher interest rates to induce for- 
eign banks to extend the maturities 
of their loans, restructuring ought 
to be possible. The risk of an inter- 
national debt default - which has 
only been postponed by the cmreit 
cme-month rollover - would then 
shrink. 

Korea’s willingness to pay higher 
interest rates is particularly encour- 
aging. It should mean it is able to 
raise additional funds from new 
sources rather than simply arm- 
twisting existing lenders. The more 
it is seen to be dealing on commer- 
cial terms rather than relying on 
charity, the sooner it will be able to 
re-establish its credibility in inter- 
national markets. 

That said, converting short-term 
private foreign debt into long-term 
government-guaranteed debt would 
merely avert an external crisis. 
Korea's companies still have too 
much debt. A further process of 
converting debt into equity will be 
needed before the internal economic 
crisis is over. Often the best option 
will be for over-indebted chaebol to 
sell assets to foreign groups. Many 
will be reluctant to dismantle their 
empires. But high interest rates 
and the threat of bankruptcy, which 
is already sweeping through the 
economy, will give them little 
choice. 


|FTS£ Eurotop 300 index 
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US cnr makers 


Share prices rotative to the 
S&P Composite 
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concern than bargain imports la the 

flurry of hew models being 
launched in the US by foreign car- 
makers. The Japanese plan to 
replace an astonishing 84 per cent 
of their volume oyer the next three. , 
years - with many of .the^naw prod- 
ucts on display at this -week's. 
Detroit motor show. Host of those 1 
are light trucks and sports utilities, 
the US carmakers' most profitable 
segment PartictdaHy Worrying are 
new hybrids, such as Toyota's popu- 
lar Rav4, which are truck bodies 
built on comfortable' car platforms. 
Add to the. fact that car prices are 
failing after taking account of cast 
backs and discounts and 1995 is: 
shaping up to be a timgh year for 
the Big Three. 


Moreover, the Japanese government 
itself over the years has been the 
biggest manipulator of the stock 
market 

The source of Tokyo’s current 
market rumours and volatility lies 
not so much with speculators as 
shortcomings in government policy. 
Corporate disclosure, for example, 
is woefully inadequate, partly 
because of past government conniv- 
ance. Policy towards weak compa- 
nies is patchy; while some have 
recently been allowed to fall, others 
are still being artificially propped 
up. As a result judging credit risk is 
hard and rumours flourish. The 
government could combat this with 
measures to force better corporate 
disclosure. An even better step 
would be a consistent policy to let 
market forces weed out the sickliest 
companies. 


US banks 


Japan 

Is Japan catching the market- 
bashing disease from Malaysia? 
Recent comments from Hiroshi Mit- 
suzuka, the finance minister, 
dropped unnerving hints. This week 
he announced plans to avert 
Japan's stock market decline with 
measures to curb speculation. 
Details remain unclear, but they 
apparently include restraints on 
short-selling and punishments for 
price manipulation and false 
I rumourmongering. 

Nobody, of course, would defend 
manipulation or spreading false 
rumours. And Japan's current 
short-selling rules are, in some 
ways, laser than in the US. But 
trying to curb it could turn out to 
be a case of shooting the messenger 
who brings bad news; short-sellers, 
after all, can be an important part 
of an efficient two-way market. 


US motors 


Fears of a flood of cheap Asian 
imports iwp r w hB lming US car mak- 
ers this year look a little far 
fetched. General Motors. Ford and 
Chrysler, which still control 72 per 
cent of the US car market, are more 
competitive than they were 10 years 
ago. And Japan's motor manufac- 
turers, which have 23 per cent, no 
longer ship endless convoys of cars 
to America; three-quarters of what 
they sell in the US is built there. 

Still, direct imports will hurt at 
the margin to a year when US car 
sales are expected to remain static, 
albeit at a high leveL And the Japa- 
nese will benefit from cheaper com- 
ponents, many of which are still 
sourced from Asia. The dollar's rel- 
ative strength will also help the 
Europeans, though they compete 
largely in luxury cars. Of greater 


The bond market rally should be 
good news for US banks; after all, 
falling interest. rates stimulate loan- 
demand and keep bad debts low.. 
But while bond prices have risen to 
new highs,, the bank sector has 
dropped 5 per cent to the past two: 
days, with shares In Citicorp and 
BankAmerica each down by nearly 
a tenth. 

The culprit is the Battening yield : 
curve. With the spread between 
two-year and 30-year bonds a mere 
30 basis points, there is less oppor- 
tunity for hanks to -profit by bor- 
rowing short and lending long. 
Granted, the industry has become 
more sophisticated In matching 
assets and liabilities and in hedging 
exposures. But two thirds of bank 
earnings, on average, still come 
from net interest income. It is a fair 
bet that some of this is made by 
simply playing the yield curve. And 
with much corporate lending priced 
in reference to Treasuries, falling 
bond yields translate into a squeeze 
on net interest margins. 

There are other ‘worries too. 
Chase Manha ttan and J.P. Morgan 
have already warned that Asian 
turmoil will impact on profits. And 
even the domestically-focused, 
regional banks face falling revenue 
growth. 

On average, analysts expect earn? 
mgs growth to slow from 13 per 
cent to 7 per cent this year. Yet 
hank stocks are still trading at his- 
toric highs of 2-3 times book value. 
Hopes of further consolidation will 
keep interest to the sector alive. 
But 1998 looks like it could be the 
end of the banks' - long bull run. 


See additional Lex comment on 
Thomson, Page 18 
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Without us, 
the pull of the sea 
could be irresistible. 


Even in mannas, yachts fact costly hazards. Wind, waves and ndal movements strain mooring lines, snapping them or pulling 
cleats out of decking. But wich a Forsheda mooring compensator bom Polymer Engineering, yachts can nde safely in harbour 
The mooring line is threaded through the compensator and then given a number of turns. When the line is strained, a regulated 
compensating movement es allowed before the unique - and 100% effective - locking system is triggered. Made from 
corrosion-proof materials and with a lifetime guarantee, Forsheda's compensator has become essential kit for boat owners. 

Without it. safe mooring wouldn't be plain sailing. 

Polymer Engineering is one of Tl Group's four specialised engineering businesses, the others being John Crane. Bundy and 
Dowty. Each one is a technological and market leader in its held. Together, their specialist stalk enable 
Tl Group to gpt die critical answers righr for its customers. Worldwide. 


77 Croup 


Global Specialised Engineering 

for funhtr information about the Tl Group, contact the Department of Public Affairs. Tl Group pic. Lamboum Coun, Abinfsdon. Own OKU IUH, Hni£md 
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INSIDE 


of female 
causes stir 

The appointment of Christine Morin-Pastel as 
chief executive of Sod6t6 G&n£raje de Belgique, 
the Belgian, holding company, has caused rip* 
pies iir Brussels. She is the first woman to head 
-a large Belgian company. Page 16 

From regulator to market developer 

Tu Guangshao (left} 
has been regulating 
China’s unruly stock 
.exchanges most of his 
professional life. Now, 
he has to run one. For- 
merly an official at the 
China Securities Regu- 
latory Commission, the 
markets' watchdog, Mr 
Tu has taken over as 
president of the Shang- 

hai stock exchange and 

the transfer has changed his perspective. “We 
have to devote our energies to promoting the 
Sha n g h ai market," he says. Page 14 

A*ia crisis could hit agriculture markets 

Economic turmoil in Asia could have a far more 
significant impact on agricultural markets this 
year than the El Nifto weather pattern, the US 
Department of Agriculture has warned. It has 
already estimated that the Asian crisis could cut 
US agricultural exports by about $5Q0m. Page 22 

CMS Energy pumps up power outside (JS 

Ten years ago CMS Energy was a stru ggling 
electric andjgas utility. It had flirted with bank- 
ruptcy after plans to build a nuclear plant in 
Michigan spared over budget. Today, the com- 
pany, is the fourth largest integrated utility in 
the US and has invested about $3bn in projects 
outside its domestic market Page 17 

Comp an ies in «Ms Issue 


Dispute ends over ‘wonder fabric’ JJ °“° dds 



Air France. 

Air New Zealand 
American Airttnee 
American Express '• - 
Arisen International 
Arianespace - 
Arrive 
Asda . 

Asiana AHnea 
Astro Tankers 
AGO 

BSkyfi • ' . 

BZ Group. " 
BankAmarfca 
Barclays 
Bames.it Noble 
Barr(Ae9 T ' 

Bass. ' v-r 

Bpntare. .... : 

British Airways 
Brown and Wiftiamsdn 
Brummer & Partners 
CMS Energy 
Canning (W) 

Caritpn 
Cendant- ■ 

Centrica • l -- 
'Chevron.' - ''. 

Cintas . 

Citicorp . . ■, . 

• ; darkle tarasl . 

- . Continental Aktines 
.! Cookson \ 

Courtaulds 
DNA Ptarrt Technology . 
Days Inns • 

Detta Alrfinas 
Diageo 

Doncastare' ; 
DuPont' 

Echo Bay Mines 
•Ford.- .. . 

Freeport McMoRan. 

■ FrontBne 
Fujitsu ' 1 ’ - 

qe ■ . 

- GEC 
&B 

GPT . ' . 

" Gee Accident , - - 

General Motors 
''[.Granadp... 

- .Harken Energy . '- ' ' . 

Hotford Ffitanctai . 
HwaHong 

. ICB Shipping. 


4 IFLC ■ 4 

7 UM 4 

A IPB . 16 

8 Jaguar ' 17 

7. Johnson Cleaners 18 

4 J Sainsbury 28 

18 Kbor 16 

28 Korea' AJrilnea 7 

7 La GAndrale . 16 

18 Lazard 16 

16 Lehman Brothers 17 

B LernJng ' . ■' 13.18 

.-16 Lucent Technologies 17 

'12 Luflharisa.' .' 4 

28 MTNL : 14 

8l Morgan Stanley 17 

18 -Nippon Sheet Glass .4 

8 Nokia , 8 

8? Nomura-. ■ w . 16 

4 Northwest AWnes 4 

:-6 OZ Holding - - .16 

; j« .Orange ■. 8 

' -17 Pearson ■ - 18 

. 18 Peopta’s Insurance . 17 

. 8- -PepsiCo 18 

. 17 Peregrine •• 1 

13'PetTo-Cariada 17 

-- '13 Petsmart 17 

> 18. Promoctas . IS 

12 Quantas 7 

■•'16 Raped 18 

4 Rexam '28 

18 Rto Unto . . .18 

13,18 SAP 16 

6 SE-Bnakan 16 

17 Safeway 28 

4 Sandvfc . 16 

18 Scottish & N'castia 8 

18' Seagate 2 

12 Skanska _ 16 

22 Stockacre .' 16 

17 Suez LyonnaJse 16 

18 Suzuk^Motor 14 

16 Synbra UK 18 

14 Texas Instruments 17 

4 Toyota 14 

8 Triplex Lloyd 18 

13 Trygg-Hanaa 18 

_ 8 Ultramar • - 17 

- 8 United AWnes 4 

17 ~ Untted News & Media 18 

: 8 VW'. ... ' 2 

. 17 Vsncom Nederiand 18 

17 Vtetnam AWtaes 4 

17 W.K Smith ■ ' . 8 

-8 ZurictiGroup \ .' 18 

16 . Zorich Group • 1 


HaiwtStatWics 

'-fAnr^'racartiser^ Oft 7 
^Bfflxiwwrttfiort baxte . ■ - 20 
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tSritiBrtk.ampijraed, UK,. 18 
aCcdriBHcy rates- 21 

; prices . - 20 
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Chief price changes yesterday 


fRAltaO'uwrpMiii 


m 

Feb 


Mbmb Tot. 


sin * 270 and 
-2700 • '.••RaeteheW-. 
.its: ♦ ' S . 


”38 , 4 .: 22 • 

iis - _ftr; 

W 


1071 +14S- 

- 3085: 4- 28.4 
1430 . + 130 - ' 


Sotowa-i.*. 240 - 60' 
UanGMi'. 88.45- 55 
GrpPasqitar 35 -16 

TOKTO |Ym| 


OtektOedv 

0»tac 


411 + -W. 
208 ' 
4t»-+'-'3J • 


MtHJto 

Oiynpn 

Shan) 


; 320. 
SG0 

'950' 


fioUeaSf 

■'l.HCC.tei.rtqp 


i’S" -AaiCeCBp 
g-2-,J«-j;.iroiiODro 

inmriM-r ‘j “““ 

Waee - • - 

Bbckfimm . UM *' i 1 » . 
sw - ; 156 "4 .^ m 

HxeM&r, - 223, 


80C •' . 987^- 48 

. OuapHdgt ; ; .176;,— 35 
jgraatilM .1700 - 110 - 

. TQnono fcs). 


HONGKOMO P>C3} 


153 

39.0 

438 

119 

ZTA 

301 


.+ 19 
+ 33' 
+ ' 32: 

'.r 1.13 
. - 55. 


By. RogeH’ Taylor 
and Witlfam Hail 

Courtaulds, the UK chemicals 
group, and Leasing, the Aus- 
trian fibres company, ended a 
four-year dispute yesterday 
over the rights to Lyocell, the 
first man-made fibre to be cre- 
ated in mare than 30 years. 

Lyocell has been billed as 
the “next wonder fabric". Both 
companies, which have suf- 
fered Calling profits in recent 
years, see it as important to 
their future. 

Courtaulds was the first 
company to begin manufactur- 
ing LyoceD in 1992. The sen- 
sitive manufacturing process 
requires temperatures to be 
kept consistent within half a 
degree centigrade. In 1993, 
Leuzing, which had been work- 


Courtaulds and Lenzing to share rights 


mg on its own system, sued 
Courtaulds for Infringing its 
patents. 

After the court battles in the 
US, UK and Germany, the two 
have now agreed to share all 
relevant intellectual property. 
There will be no co-operation 
on either manufacturing know- 
how or on commercial matters. 

Courtaulds yesterday wel- 
comed the deal. Since launch- 
ing Lyocell five years ago in 
the US under the brand name 
Tencel the company has been 
dogged by problems - includ- 
ing the i-pttvHnp dispute - that 
have undermined confidence 
and held back sales. 

The company first used the 


product in denim, but fashion 
moved in the opposite direc- 
tion. A big push to sell the 
product in Japan was under- 
mined by weak economic con- 
ditions. Also, a new manufac- 
turing plant at Grimsby in the 
UK, due to have opened last 
year, has been delayed by 
industrial disputes. 

As a result, profits from Ten- 
cel have been well below 
expectations. The company 
has postponed plans to open a 
further plant in Asia. 

Most analysts, however, fore- 
cast a bright future for the 
product. Peter Edwards of 
ABN Amro Hoare Govett 
believes the market for Lyocell 


could grow 10-fold in the 
medium term. 

Lenzing. which Joined the 
market much later than Court- 
aulds and has less than a quar- 
ter of its capacity, is also pin- 
ning considerable hopes on 
Lyocell. It believes the product 
could prove the biggest techno- 
logical breakthrough since the 
invention of synthetic fibres 
100 years ago. 

Lenzing shares, however, fell 
by Sch3 to Sch757 yesterday. 
The settlement of the dispute 
was outweighed by concern 
about the company's heavy 
exposure to Indonesia. Indon- 
esia accounts for nearly a 
third of its viscose output 


Lenzing shares have been 
one of the worst performers on 
the Austrian stock market 
over the last couple of years. 
The company made a loss of 
Schl57.4m in 1996 and passed 
its dividend. In the first six 
months of 1997, it lost a fur- 
ther Schl74m. Last month it 
warned that the combination 
of losses in Indonesia, start up 

costs of its new Schl.5bn 
Lyocell plant in Austria, and 
disappointing results in Brazil 
would lead to a further deterio- 
ration in performance. 

Courtaulds and Lenzing said 
in a joint statement that the 
agreement would allow them 
to focus on developing the 
market and to present a united 
face to new competitors. 


Material litigation. Page 18 
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Centrica 
signals end 
to dispute 
over gas 
contracts 

By Robert Conrine in London 

Centrica, Britain's biggest 
natural gas supplier, yesterday 
signalled the end of its long- 
running dispute with North 
Sea producers about long-term 
gas contracts. 

The company, which 
demerged from the former 
British Gas last February, 
announced it bad reached 
agreement with Chevron to 
cancel a “high piriced contract, 
which involves nearly half a 
billion therms". 

The company said the 
amount paid to Chevron to 
unwind the deal was "not 
material", forming less than 1 
per cent c£ Centrica’s assets. : 

During the past year, Cen- 
trica has paid various North 
Sea producers a total of about 
£750m to renegotiate "take or 
pay” contracts totalling 4&5bn 
therms. Analysts estimated 
that Centrica started its corpo- 
rate life with liabilities of 
about £15bn arising from the 
old contracts — which commit- 
ted it to paying more than 
market rates for gas it no lon- 
ger needs because the domes- 
tic market is being opened to 
competition. 

These were mainly struck in 
the 1980s when British Gas 
was a monopoly and threat- 
ened to make Centrica uncom- 
petitive in a liberalised mar- 
ket New entrants have been 
able to capitalise on a sharp 
fall In wholesale gas prices 
since the contracts were 
signed. Centrica, which inher- 
ited the contracts on demer- 
ger. has now lowered its aver- 
age cost of gas from outside 
suppliers to about 15p a therm, 
only Ip more than the present 
market average. 

The renegotiation effort was 
focused on the highest priced 
contracts, some of which were 
in the “high 20s", according to 
Kenneth Gardener, the City 
banker who agreed two years 
ago -to act as Centrica's chief 
negotiator. Mr Gardener, who 
yesterday announced he would 
be re turnin g to Charterhouse 
Bank, said: "The take or pay 
problem is now solved.” • 

But the process involved 
controversy and resentment by 
some North Sea producers. 
Although the farmer Conserva- 
tive government considered 
imposing an industry-wide 
solution, it eventually decided 
to let British Gas. and after 
demerger Centrica, work out a 
solution .with the producers. 

Take or pay gas contracts 
have proved one of the biggest 
hurdle s to liberalising gas mar- 
kets. Gas industry liberalisa- 
tion in the US in the early 
19908 was marred by contract 
defaults and bitter legal battles 
between gas. producers and 
their customers. It .was also 
one of the big stumbling 
blocks to the agreement 
reached, last month by Euro- 
pean 'Union energy ministers 
on a plan to open the $100bn a 
year . European gas market 
gradually to competition. 

" At the height of the UK take- 
or-pay dispute, many produc- 
ers feared Centrica would 
default on contracts, which 
would have .triggered long, 
costly legal battles. Yesterday 
Mr Gardener, said he never 
saw litigation as a solution. 

Two of Centrica's, largest 
suppliers — ' Royal Dutch/Shell 
and Esso, the UK subsidiary of 
Exxon of the US - are absent 
from the hsL Mr Gardner said 
a deal with Shell and. Esso was 
unnecessary, as mo6t of their 
contracts were • relatively low 
priced at about I6p a therm- 


Riding the crest of the waves 


Rough weather fails to shake 
investor confidence in insurance 


T 


ry as they might, the 
elements have failed to 
sink European insur- 
ance stocks. 

Winter storms that screamed 
in from the Atlantic last week- 
end left a trail of destruction 
across Britain, France and 
Spain, causing hundreds of 
milli ons of pounds in struc- 
tural damage to property. 

A disaster of this scale 
would normally be enough to 
shake investor confidence in 
the Insurance sector. But 
shares surged in the immedi- 
ate aftermath. 

Across Europe insurance 
company share prices have 
built up an apparently unstop- 
pable head of steam. Regarded 
for many years as inefficient 
and poorly managed, European 
Insurers have outperformed 
stock markets by more than 30 
per cent in the. past year, 
according to analysts- 

There are several reasons for 
this, not least the fevered take- 
over speculation that has fol- 
lowed a spate of mergers and 
acquisitions. Spurred on by 
European Union directives 
ordering member states to 
open up insurance markets, 
and moves towards a single 
currency, continental Europe's 
biggest insurers have begun 
manoeuvring for position out- 
side their domestic markets. 

In the past few weeks, deal- 
making reached a crescendo. 
Switzerland’s Winterthur and 
Credit Suisse merged, while 
Zurich of Switzerland joined 
forces with the financial ser- 
vices arm of BAT Industries of 
the UK. And Italy-based Gener- 


Thai bank forced 
to pay back bonds 
before maturity 


By Samer tekandar in London 

Investors worried by a 
potential worsening of the 
Thai financial crisis are forc- 
ing a government-linked bank 
to pay back S500m of bonds 
several years before maturity. 

The bands, sold in July last 
year, contained a pot option 
linked to the issuer’s credit 
rating that was triggered by 
the decision last month by 
Moody's Investors Service, the 
credit rating agency, to down- 
grade the rating of Thailand. 

The episode has highlighted 
the advantages to investors of 
credit derivatives, financial 
instruments that allow traders 
and investors to speculate on - 
or protect themselves against 
- changes in the creditworthi- 
ness of a borrower or group of 
borrowers. These make up one 
of the fastest-growing sectors 
In the international financial 
markets. 

The Industrial Finance Cor- 
poration of Thailand, a devel- 
opment bank 30 per cent 
owned by the government, 
issued the- bonds In two 
tranches that were due to 
mature after five and 10 years. 
Although the IFCT is partly 
owned by the government its 
debt is not explicitly guaran- 
teed by the state. 

The IFCT bonds were among 
the first public issues of credit- 
linked notes -.bonds which 
incorporate a credit derivative 
to protect the inv&tor. 

The coupon attached to the 
baud increases' by half a per- 
centage point If IFCTs rating 
is lowered, compensating 
investors with higher interest 
payments for any increase in 
credit risk. At the same time 
investors can ask for their 


money back by exercising the 
put option if IFCTs rating falls 
below investment grade - 
BBB~ according to Standard & 
Poor’s and Baa3 cm Moody's 
scale. Institutions such as pen- 
sion funds and insurance com- 
panies are often barred from 
buying bonds rated lower than 
investment grade. 

Moody’s started reviewing 
Thailand's sovereign rating of 
A3 on September 9. Since then 
it has downgraded the coun- 
try’s foreign currency sover- 
eign ceiling - the upper limit 
on the rating of any entity 
based in the country - by four 
notches. 

The last downgrade on 
December 22, from Baa3 to 
Bal. triggered the put option. 
On Moody's scale, Bal is a 
speculative grade denoting 
high investment risk. Bankers 
said Thailand’s financial trou- 
bles were apparent when the 
bonds were issued in July. 

“The borrower was aware of 
the early redemption risk, but 
it had no choice. It would not 
have been able to raise the 
money if it had not offered 
some sort of protection to 
investors," said a- senior US 
banker in London. "The put 
option was a godsend. Any 
rational investor will be exer- 
cising this option." 

The IFCT yesterday said it 
was “fully prepared" to meet 
its obligations and it was 
backed by the finance minis- 
try, which would borrow part 
of the funds from the World 
Bank, the Asian Development 
Bank and the Export-Import 
Bank of Japan. The IFCT said 
the bonds would be redeemed 
on February 4. 

Bonds, Page 20 




Riding the storm 


ali launched a hostile bid for 
Assurances Generates de 
France, drawing an agreed 
counter-offer from Germany’s 
Allianz. A hastily struck deal 
between tbe two giants 
appears to have averted a 
costly bid battle, but the peace 
may be short-lived. Bidders are 
also l ining up for Gan. the 
French state-owned insurer 
due to be privatised. 

In tbe UK, where Royal 
Insurance and Sun Alliance 
merged In 1996, takeover spec- 
ulation has helped buoy the 
shares of companies such as 
General Accident and Guard- 
ian Royal Exchange. 

Investors buy tbe shares not 
just in tbe hope of somebody 
paying a big bid premium. In 
theory, deals of this kind help 
insurers diversify into new 
countries and areas of busi- 
ness such as life assurance, 
reducing the risk of earnings 
volatility. Increased size also 
lets companies cut costs and 
provides greater buying power. 

US investors, with experi- 
ence of the high premiums 
attached to North American 
banks and insurers in the 
throes of consolidation, have 
begun applying the same valu- 
ations to European companies, 
adding to the gains. 

In addition, by investing in 
insurers, fund managers 
increase their exposure to 
equity and bond markets, 
which have enjoyed a sus- 
tained bull run. Net asset val- 
ues of the UK composites rose 
20 per cent in 1997. 

But there are dangers. Some 
analysts suggest shareholders 



should pay mare attention to 
ups and downs of underwriting 
performance. 

The track record of UK 
insurers, for example, has 
improved since the early 1990s, 
when a mortgage indemnity 
crisis and tough competition 
from newly arrived direct writ- 


ers eroded returns on equity. 
New technology is partly 
responsible. Bat notwithstand- 
ing this week's winds, there 
have been an unusually low 
number of natural catastro- 
phes in the past two years. 

Christopher Adams 


$293m for 
GIB stake 

By David Owen in Paris 

Promodes of France is to buy 
27.5 per cent of the supermar- 
ket and h yper m arket interests 
of Belgium’s GIB for BFriibn 
(5293m), signalling further 
consolidation in the European 
retail sector. 

The deal, coming a week 
after Promodfes agreed to drop 
a hostile FFr3lbn ($5.1bn) 
offer for Casino, Us French 
rival, marks a continuation of 
tbe French group's strategy of 
expanding into other Euro- 
pean markets. 

It is present in six countries 
in the European Union, includ- 
ing Italy and Spain. FoDowing 
yesterday's deal, the group 
said it would derive more 
turnover from outside its 
home market than inside it. 

GIB, Belgium's leading 
retail group, is to merge all its 
supermarkets and hypermar- 
kets under the GB label and to 
study GB's flotation within 
five years. It is planned that 
Pro mod fcs will become an 
equal shareholder by 2003. 
From 2001, if the flotation has 
not taken place, the French 
group would be able progres- 
sively to lift its stake in GB to 
50 per cent or 51 per cent 

Diego dn Monceatu GIB’s 
chief executive, said a stock 
market listing would be “the 
finalisation of the ambitions 
project ... to put GB hack on 
the road to growth”. 

He said the company would 
book a consolidated extraordi- 
nary gain of some BFr4bn in 
its 1997 accounts, mainly as a 
result of yesterday's deal. He 
said GlB’s supermarket and 
hypermarket business gener- 
ated an operating profit of 
BFr910m In 1996. 

The group's supermarket 
and hypermarket operations 
include the existing GB chain, 
as well as the Unic, Nopri and 
Rob operations. They also 
include the Bigg’s Continent 
businesses, in which Pro- 
modes has a 20 per cent stake, 
and the Polish Globi chain, 
34.3 per cent-owned by a 
World Bank subsidiary. 

Panl-Lonis Halley, Promodhs 
chairman, indicated that GB 
might serve as Promodes’s 
stepping stone into Scandina- 
via. “There is no reason why 
we should be strong in the 
sooth and not strong in the 
north,” he said. 

Promod&s’s shares rose 
FFr80, or 3.3 per cent, to 
FFr2,530 yesterday. GIB 
shares are expected to resume 
trading today after being 
suspended at BFrl.945. 


This announcement appears as a matter of record only. 
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COMPANIES AND FINANCES ASIA-PACIFIC 


Toyota seeks 5% sales rise despite weak 



By Michiyo Nakamoto 
In Tokyo 

Toyota, Japan's largest vehicle maker. 
aims to increase worldwide sales by 5 
per cent this year, in spite of sluggish 
demand in its domestic market and 
elsewhere in Asia. 

Hiroshi Okuda. president, told 
employees in his new year address that 
the company would pursue global sales 
of 5.06m units in 1998, compared with 
an expected 4.80m sold last year. 


In Japan, where demand is expected 
to continue to be weak amid 
uncertainty in the financial markets 
and economic gloom, Toyota aims to 
increase sales Gram 2m last year to 
2.14m units. 

Sales of vehicles overseas, which 
rose strongly last year, are expected to 
increase from 2.8m to 2.92m. mainly as 
a result of continuing strength in 
North America and Europe, where 
Toyota is offering a range of new 
models. 


In addition to the Sierra, a new mini- 
van which is being produced In Ken- 
tucky in the US, Toyota expects 
increased demand due to the new 
Corolla and the Avensis. However, the 
carmaker believes overseas sales will 
suffer from the downturn in Asia, 
which is likely to affect demand for 
several years. 

The Prius, Toyota's hybrid gasoline 
and battery-powered car. is enjoying 
firm demand In Japan where it was 
launched last month. Toyota plans to 


launch the Prius In the US in 2000. 

Last year, Toyota failed to reach its 
domestic sales target of 2.21m units 
and missed its domestic market share 
target of 40 per cent which had been 
an important goal for Mr Okuda. 

But the company believes that with 
its new models it can achieve market 
share of 40.4 per cent In addition to 
new sports utility vehicles, Toyota has 
a n umb er of new mass-selling sedans 
in line for the market this year. 

Meanwhile, Suzuki Motor, a leading 


manufacturer of small vehicles, said 
yesterday that demand for mini- 
vehicles with engine capacity of 
up to 660 cc is expected to be flat 
this year. 

While Suzuki’s exports, mainly? to 
Europe, are set to rise 9 per cent to 

250.000 units, domestic sales are likely 
to remain virtually unchanged at 

523.000 vehicles. 

Mini-vehicles have suffered from a 
change in regulations that will 
increase their size for safety purposes. 


depriving them of benefits such as fuel 
efficiency. 

• Toyota said it planned to increase 
the n umb er of woman arid older work- 
ers at its manufacturing plants to cope 
with -an expected, shortage of young 
men a falling birth rate- 
The company, which' will take on 
about SO women ut two manufacturing - 
sites this' year.' hopes to employ more 
women when restrictions on women's 
working hours are lifted as planned in 
1999. . • >'• 


Managing China’s young and volatile markets 

Shanghai is worried its stock exchange has lost vigour, ceding popularity to its fleet-of-foot rival, Shenzhen 


T u Guaugshao has 
been regulating Chi- 
na's unruly stock 
exchanges most of his pro- 
fessional life. Now, he has to 
run one. 

Formerly a high-ranking 
official at the China Securi- 
ties Regulatory Commission, 
the stock markets watchdog, 
in Beijing. Mr Tu has 
recently taken over as presi- 
dent of the Shanghai stock 
exchange and the transfer 
has changed his perspective. 

“Your bottom governs 
your brain.” he says to 
explain that where you sit in 
China determines what you 
think. “As a regulator at the 
CSRC, most of my time was 
focused on maintaining the 
stability of the markets' 
development What I have to 
do now is push the develop- 
ment of the markets. In par- 
ticular. this market" 

Mr Tu is aware of the con- 
cerns in Shanghai that the 
SSE has lost some of its vig- 
our in the past couple of 
years, ceding popularity 
among investors and capital- 
raisers to mainland China's 
other stock market in Shen- 
zhen. which neighbours 
Hong Kong. 

As trading volumes and 
market capitalisation have 
grown more quickly in Shen- 
zhen, some brokers have 
suggested the exchange in 
Shanghai, the city originally 
ordained by the central gov- 
ernment to be China’s finan- 
cial capital, is losing out to 
its fleet-of-foot rival. 

"We have to devote our 
energies to promoting the 
Shanghai market.” says Mr 
Tu, who was previously head 
of the international depart- 
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Tu Guangshao: wants to avoid volatile markets that could harm investors 


ment at the CSRC. 

"Quite simply, since com- 
ing to Shanghai, my job is to 
make this market better 
than Shenzhen.” 

Mr Tu, who at 39 is young 
for such a lofty position in 


China, has been involved 
with the development of 
Shanghai’s stock exchange 
since its conception. Bom in 
Wuhan in central China's 
industrial heartland and 
educated in Beijing, Mr Tu 


ramp to S hanghai in the late 
1980s to participate in the 
discussions that spawned 
the Shanghai stock exchange 
in 1990. 

Experience in China's 
chief regulatory authorities 


Some* a^ Smarnto Nawt ' 

- the CSRC and the People's 
Rank of China, the central 
bank - has given Mr Tu a 
structural view of the stock 
markets’ role in China’s eco- 
nomic reform process. 

"We have an historic 
opportunity. The establish- 
ment of the markets is a nat- 
ural part of the trend of 
re fo rm . " he says, citing the 
chief benefit of developing 
the markets as providing an 
alternative source of capital 
to needy state enterprises. 

Mr Tu also demonstrates a 
regulator’s instinctive cau- 
tion. 'This is an emerging 
market, we have to take 
measures to control it, to 
control the speculation, or it 
will become a high-risk mar- 
ket,” he says. "Stabilising 
the market” and "control” 
are common themes during 
the interview - his first with 
foreign journalists since tak- 
ing up his post at the SSE. 

Beijing Intervened repeat- 
edly to damp the exuberance 
in the markets in the first 
half of last year, resulting In 
lacklustre trading and a 
decline in prices in the sec- 
ond half of 1997. The inter- 
ventions have reflected the 
concern in the Chinese lead- 


ership, which is overseeing a 
painful economic transition, 
that the stock markets 
should not be allowed to 
became a potential source of 
social instability. 

Mr Tu echoes that preoc- 
cupation, particularly in the 
light of recent financial mar- 
kets turmoil elsewhere in 
Asia: "Look at what’s hap- 
pened in markets like Japan 
and Taiwan, where the indi- 
ces have dropped thousands 
of points. If we do not have 
controls, we will have a vola- 
tile market and the sharp 
drops in prices that could 
harm investors.” 

C hina is taking steps 
to ensure greater sta- 
bility in its young 
and volatile markets. Mr Tu 
says. For example, the SSE 
will insist on greater disclo- 
sure of finanriai information 
by listed companies. 

The state council, China's 
cabinet, has finally approved 
laws that allow the estab- 
lishment of mutual ftinda in 
China, which the authorities 
hope will bring much needed 
institutional investment to 
underpin the stock markets. 
Mr Tu says: "We would 


like to see more institutional 
investors and we would also 
like to give basic risk assess- 
ment for investors." 

For foreign fund manag- 
ers. the establishment of 
mutual funds is a first step 
to participation in the 
Chinese stock mar- 
kets. The mainland markets 
are divided into the market 
for A shares - traded in Chi- 
nese currency and restricted 
to mainland Chinese inves- 
tors - and the mm-h smaller 
and illiquid market for B 
shares - denominated In for- 
eign currency and reserved, 
in theory, for foreign buyers. 

The next step is govern- 
ment approval of Sino-for- 
eign joint venture mutual 
funds, but Mr Tu suggests 
internat ional fend manag ers 
may need to be patient: 
“Sino-foreign JVs are more 
complicated. It may take a 
relatively long time to con- 
sider how to take measures 
to promote this issue.” 

While he says the SSE 
wants to introduce products 
to make the market more 
dynamic, he believes China 
must take a "gradual 
approach. 

Equities and treasuries are 
currently traded on the SSE, 
but Mr Tu would like to see 
convertible bonds, more cash 
trading products and the 
active development of a cor- 
porate hand market. 

To use the prudent lan- 
guage of a Chinese regula 
tor, he says, “it will be a 
step-by-step process”. 

James Harding, 
Tony Walker and 
Siinon Davies 
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Inventive by nature, the people of 
Baden-WQrttemberg, Germany's south- 
western state, have never been short 
of bright ideas. Knowing how time 
files, they came up with the cuckoo 
dock, first created and crafted here fci 
the Black Forest. As the state develop- 
ment agency of Baden-WQrttemberg, 
L-Bank has been able to bu3d on this 
Ingenious inheritance, establishing a 
reputation for superior timing that has 
rang out across international tracflng 
Roots From London to Tokyo. 


Thith to tell, at our Karlsruhe head 
office we don’t rely all that heavily 
on cuckoo docks, ft is more our far- 
sighted focus on the future that has 
brought us that special abSty to pre- 
dict global market trends - helping 
us time our issues to perfection. Then 
there is the amount of tine we spend 
listening to investors’ needs: that's 
what keeps L-Bank and its products 
firmly in tune with the times. L-Bank, 
Schksspfatz 10/12. D-78113 Karlsruhe. 
Germany. Tel. +49 721 1 5018 07. 
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MTNL mobile 
plans frozen 


By Krishna Guha in Bombay 

MTNL, the Indian 
telecommunications com- 
pany which last month 
issued $358m of global depos- 
itary receipts, has been 
ordered to freeze its plans to 
move into cellular phones by 
India’s telecoms regulator. 

The Telecom Regulatory 
Authority instructed MTNL 
to "maintain [the] status quo 
as on date until further 
orders” while it heard a legal 
challenge by private-sector 
mobile phone companies 
opposing the move. The case 
was adjourned until January 
13, and a final ruling is 
expected by February. 

MTNL said the interim 
ruling only required the 
company to put its plans "on 
hold” while the case prog- 
resses. S. Rajagopalan, chair- 
man, said: "We have a 
strong case and are confi- 
dent we will win.” 

The company, which has a 
monopoly on basic telephony 
in Delhi and Bombay, wants 
to launch cellular phone ser- 
vices in both cities by the 
fourth quarter of thig year, 
but it feces strong opposition 


from companies already in 
the market 

Bharti Cellular - backed 
by the Cellular Operators 
Association of India lobby 
group - claims MTNL's 
move is a breach of the 
terms under which it bid for 
its licence. This specified 
feat only two mobile phone 
companies would be licensed 
in each city. 

MTNL argues it is entitled 
to enter fee market under a 
clause allowing India’s tele- 
coms authority to set up a 
third service. “There is 
enough business for every- 
one,” said Mr Rajagopalan. 

If fee telecoms regulator 
rules in its favour, MTNL 
will push ahead with fee 
selection of a joint-venture 
partner wife expertise in cel- 
lular phone marketing and 
billing. It favours setting up 
a subsidiary in which both 
parties hold equity stakes. 

However, analysts said 
there was a possibility fee 
regulator would order MTNL 
to defer its move into mobile 
phones - perhaps until 2001 
- to ensure a "level playing 
field” between the company 
and its competitors. 


Fujitsu 


European 

drive 

By McWyo Nakamoto 

Fujitsu, one of Japan's 
largest telecommunications 
equipment manufacturers. 
Is launching ah offensive in 
continental Europe, where 
deregulation is expected to 
open up fierce competition- 

Fujitsu said yesterday 
feat it had set up a subsid- 
iary in Germany to market 
its telecoms equipment and 
provide after-sales services 
in continental Europe- The 
new company will act as a 
platform into Europe, where 
fee company expects to dou- 
ble telecoms sales to Y40bn 
($300m) by 1999. 

The move reflects efforts 
by non-European equipment 
suppliers to break into a 
market where they have had 
difficulty selling their prod- 
ucts because of the close, 
relationships between 
national telecoms operators 
and local suppliers. 

“Prior to 1998, fee likeli- 
hood feat a foreign telecoms 
supplier would be able to do 
business in continental 
Europe was a snowball’s 
chance in bell," Fujitsu said. 

NBC, which is also one of 
the world's largest telecoms 
equipment suppliers, 
admitted that it had very 
little business in Europe. 
Although the company 
expected the market to 
expand as a result of 
deregulation. It had no 
specific plans to miter fee 
European, market for 
telecoms infrastructure 
equipment, it said. 

Fujitsu Itself has supplied 
the UK market for some 
time and its European tele- 
coms equipment business 
generated revenues of 
Y20hn last year, mainly 
from fee UK. 

Deregulation, however, is 
expected to spur competi- 
tion in continental markets 
as well, forcing carriers to 
be more selective about 
their equipment suppliers. 
In this environment, Fujitsu 
believes it will be able to 
take advantage of Its tech- 
nological expertise to differ- 
entiate its products from 
those of local suppliers. 

Fujitsu has expertise in 
advanced switches and 
transmissions used to pro- 
vide fast-speed digital com- 
munications, which is 
increasingly in demand 
because of fee spread of net- 
work computing. 

Fujitsu is fee leading sup- 
plier of fibre-optic switches 
and transmission systems in 
fee US. fee world's largest 
market. 

The company also expects 
Us digital subscriber loop 
technology, which allows 
existing copper phone wires 
to be used for fast-speed dig- 
ital communications, to 
enjoy significant demand in 
the European market. 

Yesterday ft announced 
feat Sprint, the US carrier, 
had decided to use fee 
technology in North 
Carolina. 


Thai banks in Bt30bn 
capital raising pledge 


By Ted Bardacke 
In Bangkok 

Three of Thailand's top 
banks have pledged to raise 
a combined Bt30bn ($575m) 
in new capital by the end of 
March, Chaiyawat Wibul- 
swasdi, central hank gover- 
nor. said. 

Mr Chaiyawat did not 
name the banks, but the 
only Thai hanks which have 
not announced capital rais- 
ing plans are Bangkok Bank. 
Thai Farmers Bank and 
Bank of Ayudhya, fee coun- 
try’s first, third and fifth 
largest respectively. 

Hie amount raised would 
be in addition to the Bt70bn 

that Thailand’s other 12 
commercial banks have 

pledged to raise in the first 
quarter of the year. Thai- 
land’s central bank was 
required by fee International 
Monetary Fund to approve 


capital-raising plans at all 
commercial banks by the 
end of last year. Some banks 
which are unable to raise 
the required capital will be 
taken over by the govern- 
ment 

Nevertheless, the three 
top-tier banks, generally 
regarded as among the 
healthiest in Thailand's trou- 
bled financial system, have 
publicly resisted central 
bank demands that they 
raise capital. Analysts say 
fee banks’ controlling share- 
holders fear a forced capital- 
raising exercise during a 
moment of extreme financial 
turmoil will result In a dilu- 
tion of their stakes and 
weaken their bargaining 
position with potential for- 
eign investors. 

Chuan Leekpai, Thai 
prime minister, has urged 
fee banks to raise capital, 
arguing that this will enable 


them to begin lending again 
to fee Thai corporate sector, 
which is wilting under a 
liquidity crunch. 

However, analysts say the 
amount of new capital 
announced by Mr Chaiyawat 
falls far short of what the 
three banks will need to 
raise. In a recent report, 
Salomon Smith Barney said 
Bangkok Bank alone would 
need Bt40bn In new capital. 
Thai Farmers required 
Bt30bn and Bank of Ayu- 
dhya would need BtSlbn. 

"We’re really talking 
about a capital stabilisation 
plan, not a full-scale recapi- 
talisation.” said one foreign 
banking analyst. "Recapital- 
isation will take four times 
feat amount [Bt30bn].” 

Mr Chaiyawat said the 
capita] increase should allow 
the banks to deal with their 
problem loans until fee mid- 
dle of 1999. 
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Repsol considers UK service stations sale 


By David White in Madrid 

Repsol. the Spanish oil group, 
yesterday confirmed it may sell its 
service station network In the UK 
because of the petrol-pump price 
war and a switch in its interna- 
tional priorities. 

However, It denied a Spanish 
newspaper report suggesting it was 
actively planning to get rid of its 
UK marketing and refining 
operations. 

It said the UK operations, with 
about 60 service stations under the 
Repsol name and 300 Anglo sta- 


tions. were no longer considered a 
strategic part of the group, which 
was now focusing its international 
expansion efforts on the Latin 
American market. 

Repsol emphasised it had not yet 
any plans to sell the UK network, 
which it said was producing “rea- 
sonable mar g in s for a difficult mar- 
ket”. But if a bidder for the service 
stations emerged, it would consider 
the possibility of a sale. 

The privatised Spanish group 
recently sold its chain of about 
90 service stations in south-west 
France to the Shell group 


for a similar reason. 

It bought the sites from Mobil 
and BP in 1994 but found itself a 
small operation against fierce com* 
petition, which included French 
hypermarket chains. 

Repsol established a foothold in 
the UK in 1989 by buying the Car- 
less petroleum products concern, 
and built up a marketing network. 
Following the impact of the price 
war over the past two years, how- 
ever, industry analysts have 
regarded the service stations as 
prime candidates for disposal, 
being in many cases poorly located 


and representing a relatively tiny 
share of the market. 

The company said any change in 
its UK plans would be unlikely to 
affect its small refining operation- 
withdrawal from the retail market 
would leave it with no service sta- 
tion operations in Europe outside 
Spain and its network of about 70 
sites in Portugal. 

Instead, the company plans to 
build up the network of some 800 
outlets which it has already 
acquired in Latin America. 

These are mostly in Argentina - 
through the Astra group, in which 


Repsol now holds a majority stake 
- as well as Ecuador and Peru. 

Repsol's efforts in Europe will 
now be concentrated an defending 
its home market in Spain, where it 
is expected to face intensifying 
competition from independent 
operators as a result of a govern- 
ment bill to lift restrictions on the 
building of petrol statinnK- 
The deregulation measures are 
expected to come into force around 
the middle of the year. 

Repsol has until now controlled 
more than so par cent of the Span- 
ish market 


T op woman 
for Old Lady 
of Brussels 

A wind of change is about to 
sweep through La Generate 


I f France's Suez Lyon- 
naise des Eaux wanted 
to signal that things 
were about to change at its 
subsidiary Soci6t£ Gdnfirale 
de Belgique, the 175-year-old 
Belgian holding company, it 
could scarcely have done 
better than appoint Chris- 
tine Morin-Postel as chief 
executive. 

The appointment of the 
first female chief executive 
of any large Belgian com- 
pany - let alone at the vieille 
dame, the venerable La Gen- 
erate itself - has already 
caused ripples in Brussels. 
“We've got used to the idea 
of the vieille dame being run 
by a Frenchman. Now well 
have to get used to it being a 
Frenchwoman." one Belgian 
newspaper remarked. 

Moreover. Mrs Morin-Fos- 
teL.^gpii, 5L .comes with a 
reputation for. .possessing a 
strong personality and intel- 
lect. and for shaking up busi- 
nesses. Acquaintances speak 
of her charm. 

But there are other recur- 
ring adjectives - “robust", 
“formidable”, “forceful" and 
“ambitious". One Belgian 
analyst calls her, “in the 
nicest way. a kind or light 
combat vehicle". 


Mrs Morin-Postel came to 
international attention in 
the late 1980s as head of the 
UK arm of the French utility 
group Lyonnaise des Eaux. 
where she spearheaded the 
French assault on Britain’s 
newly privatised water utili- 
ties. As Lyonnaise des Eaux 
took stakes worth £l20m 
($195.6m at current rates) in 
three UK water companies 
in less than a week In 
December 1989, Mrs Morin- 
Postel cut a swathe through 
the male-dominated board- 
rooms. One possibly apocry- 
phal story tells of her light- 
ing a cigar during a 
particularly hard negotiating 
session. 

One water industry execu- 
tive says: “She has the esti- 
mable quality of being a 
woman who thinks like a 
man. She plays her sex well 
in .a male environment, 
knowing all the time she can 
think in the same way as her 
colleagues and opponents.” 

Mrs Morin-Postel is cer- 
tainly a contrast to her Suez- 
appointed predecessor at La 
Gen§rale. Philippe Liotier. a 
reserved lover of art, cigars 
and good food, described by 
associates as a “softy". 

There is speculation in 
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Christine Morin-Postel: strong personality and a reputation for shaking up businesses 



Belgian finan cial circles that 
the change in style may mir- 
ror a change in attitude by 
the parent. Compagnie de 
Suez, after its merger with 
Lyonnaise - des Eaux last 

summer. 

Mrs Morin-Pa6tel’s refusal 
to talk about her new job 
until she starts in February 
is. If anything, heightening 
the anticipation. Trained at 
the Institute of Political 
Studies in Paris, she has 
experience of both halves of 
the Suez Lyonnaise empire. 

She began her career at 
the Chamber of Commerce 
and Industry for the Haute 
Normandie region, worked 
in two Paris investment 
groups, and joined Lyon- 
naise des Eaux in 1979, 
where she was responsible 
for diversification and new 
business opportunities. 

She became assistant 
director-general and then, in 
1990, deputy director-general 
in charge of development 
and international operations 
at Lyonnaise des Eaux- 
Dumez, where she led the 
march into both the UK and 
Argentine water industries. 

She joined Banque Indo- 
suez In 1993 as head of merg- 
ers and acquisitions before 
being recruited in January 
last year by G6rard MestraJ- 
let - then head or Suez and 
now of the combined Suez 
Lyonnaise - to head an 


ambitious restructuring at 
Suez’s property finance arm, 
Crfedisuez. Her success in 
this last role, most of all, has 
prompted the speculation 
about the reasons for her 
appointment to La Generate. 

Since Suez stepped in as 
“white knight” to fend off an 
audacious bid for La Gener- 
ate by Italy's Carlo de Bene- 
detti in 1988, the Belgian 
group has been sharply refo- 
cused. Then, it still had 
stakes in more than 1.200 
mainly industrial companies 
accounting for about a third 
of Belgian gross domestic 
product. Now, four compa- 
nies - Tractebel. the utilities 
group; G£n6rale de Banque, 
Belgium's biggest bank; For- 
tis. the Belgo-Dutch financial 
services group; and Union 
Minl&re, the mining and met- 
als group - make up the vast 
majority of its portfolio and 
profits. 

B ut its performance 
has been lacklustre. A 
recent study by two 
economists from Belgium’s 
Centre de Recherche et din- 
formation Socio-Politiques 
found La G6nerale's total 
shareholder return from 
December 1988 to December 
1996. including share price 
growth and dividends, was 
17.3 per cent - a fifth of that 
of the Brussels bourse, at 89 
per cent. Analysts question 


La Generale’s role, reduced 
to an intermediate share- 
holding layer between a 
large parent company and 
some equally large children. 

Many in Belgium believed 
the real attraction for Lyon- 
naise in marrying Suez was 
getting its hands on Tracte- 
bel, which owns large 
chunks of Belgium's electric- 
ity and gas industry and a 
Cast-expanding international 
energy division. Suez Lyon- 
naise has since hinted it con- 
siders the 50.1 per cent bold- 
ing in Tractebel to be La 
Gdnfcrale’s only strategic 
stake. There is speculation 
that Mrs Morln-Postel’s task 
is further to refocus La Gen- 
erate centring it around 
Tractebel. 

Such a scenario is not 
unthinkable. Fortis has been 
rumoured to be interested in 
taking over La G€n6rale’s 
stake in Generate de 
Banque, while La Gdnerale 
halved its stake in Union 
Mini&re to 25 per cent this 
year, and shows little roman- 
tic attachment to the rest. 

Reducing the once-mighty 
La Generate to a single-asset 
adjunct of Suez Lyonnaise 
might not go down well in 
Belgium. But Mrs Morin-Poa- 
tel's record suggests she is 
not one to shrink from a 
challenge. 

Neil Buckley 


Frontline likely to abandon 
hostile ICB takeover bid 


By Tim But in Stockholm 

Frontline, the Bermuda- 
based tanker operator, is 
today expected to abandon 
its SKr3-22bn ($400m) hostile 
bid for ICB Shipping of Swe- 
den after a bruising four- 
month takeover battle. 

The company, quoted in 
Oslo, will announce it is not 
extending its cash offer of 
SKrll5-a -share for ICB's 
most commonly traded B 
shares or the SKrl30-a share 
bid for its voting A shares. 

ICB is likely to greet the 
move as a victory and a sig- 
nal it can proceed with a 
S309m friendly merger with 
Astro Tankers of Greece. 

But Frontline, controlled 
by Norwegian shipping 
entrepreneur John Fredrik- 


sen, is expected to continue 
with legal action aimed at 
preventing the merger, 
which was announced 
shortly after Frontline 
launched its bid. 

Company officials believe 
the action - initiated after 
Frontline accused ICB of 
flouting Swedish company 
law - could delay the pro- 
posed Astro deal by more 
than three years. 

In the meantime. Frontline 
will tell investors It has no 
immediate plans to sell the 
51.7 per cent stake it has 
acquired in ICB's share capi- 
tal or its 31.4 per cent share 
of the voting rights. 

It is expected to cite six 
reasons for withdrawing the 
offer after extending for sev- 
eral weeks. They will 


include claims by Frontline 
that the Astro transaction 
has caused enormous uncer- 
tainty among shareholders 
over whether the Bermuda- 
based company could ever 
complete its takeover. 

Since launching the bid, 
the ICB share price has 
fallen to SKrl20 and SKr9l 
respectively for the A and B 
shares. Frontline is likely to 
say it cannot Justify paying 
such a premium given the 
uncertainty in the tanker 
market caused by currency 
volatility in Asia. 

By withdrawing, the com- 
pany will tell shareholders it 
will have greater flexibility 
to pursue other deals. 

The takeover battle fol- 
lows a consolidation in the 
tanker market 


Lazard 
banks in 
Swedish 
purchase 

By Clay Hants in London 
and Tim But in Stockholm 

The Lazard merchant hanks 
are to expand their Scandi- 
navian presence with the 
acquisition of Bnunmer & 
Partners, one of Sweden’s 
leading corporate finance 
advisory houses. 

Brummer, to be renamed 
Lazard AB, was formed in 
1995 by exec uti ves who left 
the Swedish investment 
bank Alfred Berg after its 
takeover by ABN Amro of 
tiie Netherlands. 

Last year it advised 
Trygg-Hansa, the Swedish 
insurer, on its SKrl6.8bn 
($2.1bn) merger with Sfcan- 
dinaviskfl Unsiriiiia Banken, 
and Skanska, the construc- 
tion group, on the sale of a 
SKrlOhn stake In Sandvik, 
the Swedish engineering 
company. 

Bnunmer said the deal 
was the first attempt by a 
leading international invest- 
ment bank to establish a 
local advisory presence in 
the region. Although several 
US and UK investment 
banks have research arms 
and offices in Scandinavia, 
they rely on London-based 
bankers to co-ordinate cor- 
porate finance activities 
there. 

Lazard's . Scandinavian 
business has been overseen 
by Svante Adde, a director 
of Lazard Brothers, the Lon- 
don merchant Hank which, 
together with its Paris and 
New York cousins. Lazard 
Frtres et Cie and Lazard 
Frtres & Co, is buying 
Bnunmer. 

“What they bring to ns is 
on-the-gronnd Swedish mar- 
ket knowledge, 9 Mr Adde 
said yesterday. BjOrn FrSl- 
ing, who will continue as 
managing director of the 
Swedish firm, said: “This 
will be a good combination 
of a proven local business 
and very strong interna- 
tional mergers and acquisi- 
tions advisers.” 

Mr Frilling ran Alfred 
Berg’s M&A business when 
the bank was owned by 
Volvo, the automotive group 
then headed by Pebr Gyllen- 
hammar, now a Lazard 
adviser. Mr Adde said: 
“Pehr obviously has a 
unique contact base in the 
Nordic region. We use that 
when it’s appropr iate .” 

Lazard and Bnmuner have 
bad a non-exclusive 
co-operation agreement Tor 
18 months. In October they 
advised Partek, the Finnish 
engineering group, on a deal 
which brought it a majority 
sake in Kalmar Industries, 
the Swedish lift-truck 
maker. “We had the client, 
they had the idea.” Mr Adde 
said. 

In the same month, Laz- 
ard Brothers on its own 
advised Merita, Finland's 
largest bank in its SKrSObn 
merger with Nordbanken, 
the fourth biggest bank in 
Sweden. 

Brnmmer came up for sale 
because its fond manage- 
ment arm, Bnunmer & Part- 
ners KapitalfSrvaltuug, 
wanted to split off to avoid 
any conflict of interest. 
Patrik Bnmuner will stay 
with that business which, 
wBQ remain independent 

Pearson, which owns the 
Financial Times, has a 50 
per cent interest in Lazard 
Partners, which owns Laz- 
ard Brothers. 


EUROPEAN NEWS DIGEST 


PepsiCo faces 
suit in Denmark 

An east European trading company plans to sue PepsiCo 
of the US for the delivery of allegedly spoiled soft drinks. 
Stockacre has filed suit in a Danish high court against 
Brewery Gtoup Denmark (BGD) for deliveries to Russia 
and Poland in 1993 of allegedly old, mouldy soft drinks. 
Stockacre wants DKrftSm <$940,000), plus interest from 
1993 for a total of about DKrl4m- 

"We signed a contract in 1992 for deliveries to be made 
from January to September of 1993. BGD gave us a writ- 
ten guarantee that the Pepsi-Cola and TUp would have a 

one-year expiry date. When the first shipment arrived in 
August 1993 we discovered that the expiry date was one 
month later,” said Daniel Chachashvili, Stockacre manag- 
ing director. He said he planned to sue PepsiCo in the US 
for $55m for lost revenues and other losses associated 
with the i ncident . BGD, which has a licensing agreement 
with PepsiCo, has denied the shipments were old. 

“The court has received notification of the case, but we 
have not received it yet, so we have to find out what kind 
of caw it is," said Jorgen Warning, manag in g director of 
BGD. “We exported in 1992-93 L5m bottles and [Mr Chach- 
ashvili] found problems in two of them. We don't believe 
the suit has any claim in reality against us." 

According to Mr Chachashvili's legal counsel, the case 
involves A3m bottles of 7Up and Pepsi, all of which was 
old stock. He said a large number of the bottles shipped to 
Poland contained mould. Testing at the Alfred Jorgensen 
Laboratory in Copenhagen found panldHium mould in 
the soft drinks, according to documents provided by Mr 
Chachashvili. j Charlie Ferro, Copenhagen 

■ SOFTWARE 


Tnrnoyer surges at SAP 

SAP, the Cast-growing German business software com- 
pany, said turnover rose by nearly 60 per cent last year, 
with earnings per share likely to show an increase of 
more than 50 per cent Hie company said costs had grown 
considerably but not as rapidly as sales. The expected rise 
in warning s per share took account of uncertainty over 
the 1997 tax charge and the increased number of shares in 
issue, fa October, the company said the fourth quarter 
would show slower growth thaw the third, when sales 
soared 82 per cent. Sales in the first nina months rose 61 
per cent to DM3Bbn ($2Jbn). Dietmar Hqpp, one of SAP’s 
two chief executives, forecast an overall advance for 1997 
of about 50 per cent In 1996. SAP raised sales by 38 per 
cent to DM3.7bn. Earnings per share rose 37 per cent to 
DM5.48. Andrew Fisher, Frankfurt 

■ LIFE INSURANCE 


Zurich Group opens Polish arm 

Zurich Group, the acquisitive Swiss financial services 
conglomerate, has set up a life insurance company in 
Poland. Zurich Handlowy Life Insurance, jointly owned 
by Zurich Group and Poland's Bank Handlowy, has been 
granted a licence and is expected to start operations in 
the second half of 199ft Zurich Group bought a 6 per cent 
stake in Bank Handlowy last year as part of its privatisa- 
tion and the two companies agreed to establish a joint 
insurance activity. Each partner owns a 50 per cent stake 
in the new venture and they expect to receive a licence to 
enter the non-life insurance market within the nest few 
months. William Hal l Zurich 

■ ISRAEL 


Claridge buys Into Koor 

Claridge Israel yesterday bought 125,000 shares in Koor, 
Israel’s leading industrial group, from Root’s senior exec- 
utives for ShkS3m <$l5m) on the Tel Aviv Stock 
Exchange. 

Benjamin Gaon, president and chief executive of Koor, 
sold 66£29 shares at Shk430.19 - a 13 per cent premium - 
after he had recently bought them under an options 
scheme. By close of trading. Kooris shares had fallen Shk3 
to Shk37& Although Claridge’s latest purchase represents 
less than 0.8 per cent of the stock, analysts said it sig- 
nalled Claridge’s intention to increase its stake eventually 
to 35 per cent of Koor. 

Claridge, an investment company controlled by Charles 
B ronfman of Canada, holds 24.69 per cent of Koor after 
first buying into the company in July with a 10.22 stake. 

It later exercised its option to acquire the remaining 10.22 
per emit shares held by the Shamrock Group. 

Judy Dempsey, Jerusalem 

M BROKERAGE 


OZ more than doubles 

OZ Holding, a Swiss brokerage firm specialising in cov- 
ered warrants, more than doubled its net profits in 1997 to 
SFr83.7m ($56 im). The group was set up by Martin Ebner. 
the Swiss financier, but last year Mr Ebner stepped down 
as chairman and his BZ Group cut its stake from 53 per 
cent to 15 per cent OZ Holding, whose shares rose by over 
80 per cent last year, plans to double its dividend to SFr60 
a share. Last year, it bought back 8Fr78m of its shares 
which helped the company’s earnings per share to treble 
to SFT167. William HaU 

m PUBLISHING 


Dutch group buys database rights 

AND International Publishers has bought the electronic 
rights to the International Business Dictionary database 
owned by Standaard Publishing of Antwerp. No financial 
details of the deal were disclosed. AND said it would be 
entitled to expand the database from its current lan- 
guages of English, German, Dutch and French. It said it 
would also maintain the database on behalf of Standaard. 

AND wants the database to become widely available on 
intranets, CD-Rom and other electronic media via the 
international AND sales offices and licensees. The inter- 
national Business Directory includes general business 
terms and specialist areas such as computing, statistics, 
marketing, accounting, insurance, telecommunications 
and law. It was first published in 1966 and now contains 
over 20,000 terms per language and 50.000 synonyms. 

Reuters, Rotterdam 

Comments and press releases about unemotional 
companies coverage am be sent by e-mail to 
internationaLcompanies@fLcom 


Czechs to block control of IPB by Nomura 


By Robert Anderson in Prague 

The Czech government is to blodt 
an equity increase at Investicni a 
Postovni Banka (IPB), the coun- 
try’s troubled third largest bank, to 
prevent Nomura, the Japanese 
investment bank, winning control 
without buying the state's holding. 

The Fund of National Property 
(FNM), which administers the 
state's 36 per cent shareholding, 
said yesterday it would not support 
an increase In tbe bank’s basic cap- 
ital at today's shareholders' gen- 
eral meeting. It said it would post- 


pone discussion on tbe increase 
until a final decision on the bank's 
sale. Earlier this week the fund 
said It would participate in the 
equity Increase. 

A decision In favour of the 
equity increase of between KC2.8bn 
and K£11.3bn {$8Dm-S323m) would 
have left Nomura free to seize 
overall control. The state stake 
could have fallen below 33 per cent, 
preventing it from blocking 
strategic derisions such as equity 
increases. 

Nomura owns 5 per cent Of the 
bank directly but is linked with 


r 


shareholders who own another 40 
per cent. The Japanese bank 
agreed in principle in July to buy 
the state's 36 per cent holding for 
KC2bn-K&8bn and to make a capi- 
tal injection. However, negotia- 
tions have run into trouble over 
tbe value of the stake. 

Separate audits by each side are 
believed to have reached radically 
different valuations of the bank 
because of disputes over the qual- 
ity of its loan book and the value of 
goodwill If the FNM had permitted 
the equity increase, tbe value of its 
stake would have fallen further. 


<1 


It was expected that negotiations 
would have been completed well 
before today’s general meeting, but 
talks may now last until the Janu- 
ary 15 deadline. 

The FNM said yesterday that 
another general meeting would he 
held in February, after the talks 
are completed. 

Jiri Tesar, director-general of 
IPB, said the postponement was 
aimed only at winning space for 
final negotiations with Nomura. 
However, officials at the bank said 
they were surprised at the move 
by the FNM, which “is changing its 


views from day to day”. \ 

The bank's equity is K£5.68bn,j 
but it made only Kfi447.5m net prof- j 
Its in the first three-quarters of last] 
year, 38 per cent of the same period} 
of 1996, and it has been sb 
to cope with a backlog of non-per-j 
forming loans given out in the 
early 1990s, during the transforms] 
tion from communism. 

Non-performing loans 

39.6 per cent of its total loans, , 

Coopers & Lybrand were sacked ad 
the bank’s auditors last March ini 
dispute over the provisi oning fa] 
these loans. 
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jy, Lehman in record year 
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By RichafCt Waters in New York 

The turmoil in international 
fina n cia l markets stemming from 
; Asia's : currency crisis barely 
dented ■ the' trading operations of 
Morgan ' Stanley Dean Witter and 
rLehman Brothers, two of the big- 
ger IK investment hanks, accord- 
ing- to earnings released by- both 
banks yesterday; •- ■■ 

The boom in mergers and acqui- 
sitions and underwriting activity 
lifted the banks’ earnings to record 


' levels far the year, capping Wall 
Street's unprecedented three-year 
run. Executives said the outlook 
remained good for the -months 
ahead, with . continued strong 
demand for investment banking. 

Chase Manhattan. 4. P. Morgan 
and Salomon Brothers, which has 
since been absorbed by Travelers, 
all warned late last year that the 
upheavals stemming from Asia had 
hit trading income. 

But Bob Scott, chief financial 
officer of Morgan Stanley, said tbe 


broad spread of its trading 
operations meant the effects on its 
revenues were small, while the 
flight into Treasury' bonds caused 
by the Asian collapse lifted income. 

Overall Morgan Stanley reported 
trading revenues of $822m in the 
three months to the end of Novem- 
ber, 6 per cent higher than the pre- 
ceding three months. 

Lehman Brothers saw its reve- 
nues from principal trading activi- 
ties fall 10 per cent from the previ- 
ous quarter, to $357m, although 


this indudes profits or losses from 
the bank's own investments as well 
as income from trading. 

The buoyant underwriting and 
mergers and acquisitions busi- 
nesses, meanwhile, enabled both 
banks to register strong gains in 
revenues for their fiscal years, 
which closed at the end or Novem- 
ber. Morgan Stanley's revenues 
grew 22 per cent in the final quar- 
ter from a year before, to $3.7bn, 
and 24 per cent in tbe year as a 
wbole, to $14.8bn. I onian 's reve- 


nues slipped 4 per cent in the final 
quarter, to just over Si bn, but rose 
12 per cent for the year to $3.9bn. 

Morgan Stanley's after-tax earn- 
ings climbed to $796m. or $1.30 a 
share, in the final three months, up 
83 per cent from a year before. 
Full-year net earnings were $2^bo, 
or $4. IS. - 

Lehman's quarterly net earnings 
rose 42 per cent, to $160m, or SI JO 
a share. It reported net income of 
$5 72m, or $4.72, for the year, a rise 
of 51 per cent 
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The Michigan utility has gone from near bankruptcy to international player in just 10 years 


P hotographs on the wall 
in Vic Fryling's 
Detroit office are 
instructive. They show for- 
eign dignitaries at signing 
ceremonies and ground- 
breaking events in far-flung 
locations. “Not a North 
American picture amongst 
them." remarks CMS Ener- 
gy's chief operating officer. 

Such a gallery would have 
seemed inconceivable 10 
. years ago, CMS Energy, in 
the words of Bill 
McCormick, chairman, was a 
“plain vanilla, electric and 
gas utility. . . providing ser- 
vice to a large portion of the 
state of Michigan"- ~ 

More than that it had just 
flirted with bankruptcy. 
Plans to build a' vast nuclear 
plant in Midland, Michigan, 
soared over budget in tbe 
early 1980s and, after sinking ' 
over $4bn into the venture, 
CMS- was forced to mothball 
the project in 1984. 

Today, the picture could 
not be- more different The 
company, which ranks as 
the . fourth largest integrated 
utility in the US, still ser- 
vices its core Michigan cus- 
tomers. But it has also 
poured about $3bh or 
almost^ 30 per cent of its 
$9 Jbn asset base - into pro- 
jects outside its domestic 
market, from Morocco to 
Argentina. About half this 
investment has occured in 
the past three years. . . 

Moreover, with bids pend- 
ing on power-related projects 
from Turkey .to -Australia, 


Ooing global 
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the Michigan utility has 
every intention of increasing 
the proportion further. 
“Right now, international 
earnings are about 25 per 
cent of the total” says Mr 
McCormick. “By 2002, we're 
looking for roughly half " 

Like other big US energy 
companies, CMS’s interna- 
tional foray has been trig- 
gered by domestic legislative 
changes in the early 1990s, 
which gave utilities the free- 
dom to diversify, and invest- 
ment opportunities as gov- 
ernments around the world 
privatised energy assets. 

But CMS has differentiated 
its strategy from that of 
competitors such as Enron 
and AES. “We are active in 
the whole energy chain, 
from the well-head to the 
end-user," says Mr 
McCormick. 
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Nowhere is this better 
demonstrated than in Argen- 
tina, where CMS has inter- 
ests in four power plants, 
accounting for about 16 per 
cent of the country's energy 
supply; a gas pipeline; and a 
distribution company, with 
about 200,000 customers. 

Its current initiative is 
more ambitious still - a 
940km pipeline - the Ata- 
cama - to take gas from 
northern Argentina across 
tbe Andes to the big copper 
mining operations in north- 
ern Chile. Tbe $750m project 
is being developed with End- 
esa, Chile's largest electric- 
ity generation company. 

CMS. however, may not 
have an unfettered path. A 
second, consortium, which 
includes Chile’s Codelco and 
Belgium’s Tractebel. has 
announced plans for a rival 
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scheme. Mr Fryling acknowl- 
edges that if both get built, 
customers could be flooded 
with gas and everyone 
would lose money. But that 
would make current coal- 
based power facilities in 
Chile uneconomic, affecting 
investments owned by mem- 
bers of the second consortia. 

S uch logic, he hopes, 
will drive the rival 
group to the bargain- 
ing table, although he 
admits that the current race 
equates to "Russian roulette 
at very high level". 

Atacama aside, life on the 
international stage has not 
been headache-free. CMS’s 
biggest single investment is 
in the Loy Yang power sta- 
tion in Australia, bought as 
part of the Victorian state 
government’s privatisation 


William McCormick, 
chief executive 


programme. A CMS-Ied con- 
sortium paid $4.9bn for the 
complex, and the Michigan 
company's own investment 
was put at about $500m. 

But the high prices 
achieved in the sell-off cou- 
pled with sharp electricity 
price falls as the Australian 
market moved towards 
deregulation, have put pres- 
sure on margins. 

“The financing was eco- 
nomically attractive and 
we’re looking at some extra 
gimmicks that will lower 
costs even more in next six 
months,” Mr Fryling says. 
These will centre around 
cross-border leasing. 

India causes a bigger 
wince. While CMS has not 
encountered problems on 
Enron's scale, it has seen a 
proposed $425m power plant 
in Tamil Nadu go nowhere 


in the past four years. 

Elsewhere, though, life has 
been smoother. CMS closed a 
Si .5 bn transaction involving 
the privatisation and expan- 
sion of the Jorf Lasfar coal- 
fired power plant in Morocco 
in the third quarter - a deal 
done Jointly with ABB - and 
is looking to more than dou- 
ble the facility's capacity to 
1,356 megawatts. 

Very broadly. Mr Fryling 
says the strategy is to ear- 
mark countries whose 
energy infrastructure needs 
are big enough for CMS to 
take multiple investments, 
and use its expertise in dif- 
ferent parts of the energy 
business. 

"People ask, do you have 
limits on how much you will 
invest [in one country]? And 
the answer is no,” he says. 
Ideally, CMS would like find 
around "six to nine coun- 
tries. where we can put all 
these kinds of things 
together”. 

Meanwhile, the Michigan 
executives are emphatic that 
the recent hiatus in Asia and 
Latin America will not 
prompt a change of course. 

“It really does not change 
the underlying need for 
energy in the developing 
world. In a way, the prob- 
lems they've being having in 
Asia, requiring governments 
to tighten their belts and cut 
spending, means that they 
should have more desire for 
foreign investment”. 

Nikki Tait 
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Petro-Canada forms! joint 
venture with Ultramar 


Low cost, high powered 
chip launched by Lucent 


By Scott Morrison 
in Vancouver 

Petro-Canada, the - oil 
producer and retailer, and 
Ultramar- Diamond. Sham- 
rock, the US . petrol refiner 
and ' retailer, are forming a 
Joint venture of five refiner- 
ies and 3;500 petrol stations 
in North" America with 
annual revenues of C$8.5bn 
(US$5.9bn). 

Under the agreement. 
Ultramar’s 1,300. .outlets in" 
"Canada- would be converted 
to the Petro-Canada name, 
while tbe company 

would gain access to the US 
retail market thnragh .Ultra- 
mar's .400 -stations in the 
north of the country.. 

Ultramar’s 3,100 retail out- 


lets in south-west US were 
not part of the deal 

Petrp-Canada will contrib- 
- ute three refineries; Ultra- 
mar two petrol processing 
facilities, with the five 
plants capable of a combined 
output of 500.000 barrels a . 
da^ 

The companies said they 
would benefit from strategic 
purchasing, petroleum sup- 
ply and shared services that 
would result In cost efficien- 
cies of up to C9625m over the 
-next few years, wilii Petro- 
Canada pocketing the bulk 
of the savings. 

The Canadian company is 
contributing 64 per cent of 
the assets and will have 51 
per cent of voting interests 
in the - joint venture. . . 


. James Pantelidis, Petro- 
Canada executive vice-presi- 
dent for refining and market- 
ing, will become chief execu- 
tive of the joint venture; 
Jean Gaulin, Ultramar chief 
executive, will be appointed 
chairman. 

The joint venture, which 
must be reviewed by Cana- 
da’s competition bureau, 
would establish Petro- 
Canada as the largest petrol 
retailer in Canada, with 3,100 
outlets, surpassing Imperial 
Oil, which has more than 
2,600 stations. 

However, the deal could 
prove controversial in Can- 
ada, where consumers have I 
accused ever larger retailers j 
of raising prices beyond mar- I 
ket levels. 


By Alan Cane 

Lucent Technologies, the 
world's largest telecommuni- 
cations equipment manufac- 
turer. yesterday raised the 
stakes in the communica- 
tions chip wars. 

It launched a device cost- 
ing only a few dollars which 
promises dramatically to 
improve the performance of 
digital cordless telephones, 
answering machines and 
internet computers. 

The new device is a digital 
signal processor (DSP), a sili- 
con chip capable of process- 
ing audio and video informa- 
tion at the ultra high speeds 
necessary in telephone and 
television systems. 

Telecoms experts believe 


DSPs will be as important to 
communications in the next 
decade as microprocessors 
were to personal computers. 

The chip costs 34.95 (in 
quantities of 10,000 and 
more) but processes informa- 
tion at 100m instructions a 
second. Lucent claims it is 
three times faster than other 
DSPs in its price range. 

John Hughes, who man- 
ages Lucent's European 
microelectronic group, said 
it was a breakthrough in low 
cost consumer electronics 
manufacture. 

“It will enable cordless 
phones with clearer sound 
and longer range, answering 
machines with better voice 
quality and longer record 
time and internet applica- 


tions with faster modems.'* 
The chief markets for the 
new chip are expected to be 
Japan and Korea, where 
manufacturers are content 
to use off-the-shelf technol- 
ogy to bring products to 
market quickly. 

The lion’s share of world 
market for DSPs is shared 
between Texas Instruments, 
with some 40 per cent. 
Lucent with 30 per cent and 
Analog Devices with 14 per 
cent All are US based 
In September Lucent 
announced a new family of 
high powered DSPs which it 
said could become the world 
standard. Texas Instruments 
ffit back with DSPs capable 
of ibn “floatin g point" calcu- 
lations a second. 
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GM ‘open’ to 
S Korean alliance 


Jack Smith. General Motors chairman, said tbe carmaker 
would be open to forming a joint production venture with 
a South Korean company to take advantage of the coun- 
try's deflated currency and lower cost base. Mr Smith, 
speaking at the Detroit motor show, said such a venture 
could include vehicles or parts. But he declined to com- 
ment oh any specific discussions. 

“If you look at Korea today, it could be a low-cost 
source of supply." Mr Smith said. “I don't have anything 
to report. But if there’s an opportunity that presents itself 
because of the favourable cost position that some of these 
countries and companies might be in, we may be more 
than willing to take a look at it.” 

He said the devalued currencies in a number of Asian 
countries could be an advantage for manufacturers 
located there looking to reduce costs. “These currencies 
now are at incredibly low levels and they'll stay low for a 

period of time," he said. He declined to comment on Kor- 
ean press reports that GM is considering linking with 
Daewoo Motor. Reuters, Detroit 

■ AIRCRAFT 

Jaguar Cars in Raytheon link 

jaguar Gars, a unit of Ford, has agreed to market a series 
of jointly-designed, special edition aircraft which will be 
produced by Raytheon's aircraft unit Financial terms 
were not disclosed. Jaguar said it and Raytheon had 
developed the design theme for the fuselage livery and 
interior furnishings. 

The company unveiled the production model of the Jag- 
uar Cars Jaguar Special Edition aircraft, based on a Beech 
King Air C90B, at the Detroit motor show. Hie Jaguar 
Special Edition King Air C90B will have a price tag of 
82.7m. AP'DJ, Detroit 

■ PEOPLE’S INSURANCE 

Hartford buys 49% stake 

Hartford Financial Services has agreed to buy a 49 per 
cent stake in People's Insurance Co of Singapore, a unit of 
Hwa Hong Corp, for $20m in cash. "This new partnership 
marks Hartford's first substantial entry into the south- 
east Asian market,” said John Donahue, a senior 
vice-president. Tbe Hartford is the eighth largest insur- 
ance company in the US and operates internationally as a 
property’ casualty insurer. Its principal subsidiaries are in 
tbe UK. Spain, the Netherlands and Latin America. 

Reuters, Hartford, Connecticut 

■ CHINA 

Days Inns opens 10 hotels 

Days Inns , the US hotels group, yesterday opened 10 
hotels in China and said it would overtake Holiday Inn to 
become the largest hotel chain In the country by mid- 
year. Days Inns, owned by Cendant, tbe consumer ser- 
vices group created by the merger of HFS and CUC. has a 
farther 20 to 30 hotels in the pipeline to add to its 1300- 
strong franchised hotel chain 
It said demand for mid-priced accommodation was 
strong in China, which was already well-served at the 
upper end of the market. Facilities at the hotels, which 
are aimed at both business and leisure travellers, include 
billiards rooms, gourmet restaurants and health clubs. 

Scheherazade Daneshkhu, 
Leisure Industries Correspondent 

■ COLOMBIAN OIL 

Harken speeds up exploration 

Harken Energy said its directors had approved an acceler- 
ated programme of exploration in Colombia, clearing an 
580m exploration programme for 1998 in the Middle Mag- 
dalena and Llanos Basins. Harken said it had contracted 
for two d rilling rigs in support of this programme and the 
related developmental dr illing which could result 

Reuters, Dallas 

■ COURTS 

Lawsuit filed against Petsmart 

A lawsuit was filed against petsmart in the US Court for 
the District of Arizona accusing the pet food superstore 
company of artificially inflating the company's stock, a 
law firm for the plaintiffs said. The suit was filed on Janu- 
ary 6on behalf of purchasers of Petsmart common stock 
between November 19 1996 and September 17 1997, by New 
York law firm Wechsler Harwood Halebian & Feffer. Pets- 
mart officials were not available to comment 

Reuters, New York 
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TECHNICAL COMMITTEE FOR PRIVATIZA TION AND LIQUIDATIONS 

PRIVATIZATION OF CAMEROON PALM PLANTATION COMPANY 
' (SOCAPALM) 

i INTERNATIONAL CALL FOR TENDERS 

; The Government of Cameroon Is launching an iattraaCKaa] call (or lender* for Ihe privuizsiton of Sootftf Cnaerounaue 
<te Palmeretes fSOCAPALM). die Cameroon palm plantation company, ft* pan of its privatization pivgramme. 
SOCAPALM was set up in 19b3,jmder the Liw arv«ing (xparrisaDons undertaking national development, to dewlap 
<iome*to& tod associated processing p!aitK in order io amirc the production and ccroincrciai MptorUikm 

. of palm pfT and pshn ptamaBons- ' ' ' ' ■ ' 

SOCAPALM opoattsfivc (5) pteitatians- of about 24JW0 hecom to WOl,. and additionally coven 7,561 homes of 
Small -bottfer ptBntstkn&Jl own fOrir(4) oil oalb, witib a total capacity of 132 i/ffb per bout; aod a modem fractionation 
plant oT40 Kernes ofpalrti oil per day. Ovef the poa few years, avenge annual output hat then lo 52jOOO M tomes of 
patei^and8Jp00nra^afpata.tone% 

In ihe. fimtocml -year coding 30th Jw» 1997, SOCAPALM'* turnover rose Id FCFA 1&96I million, with net profits of 
■ FCFA 2.427 million' and aw ottf Or c c 6f2J66 people. Ouriqg thcl 996/1997 financial year, die company invested FCFA 
. 2,428 million. - - — . *"• ’ 

TKs'gilfnr tenter is ahnedk hwestag with 'experience^ ^c f n mni ngTropgal phBHtrioii4ajid at^ in the edible oil 
sector tpifm riiVTho privatization will entail die sale, of 90% of die shares of SOCAPALM. The purchaser win be 
requ ire d io set aside a mndriunvef 3% for the beflflft of .SOCAPALM employees, and ’.tf further 27% far faveston from 
-Camerood-’ - r , ■ ;.,V ' . _ 

the crfjvrii^.prrvvdiMB'witreiitgtf prejqujrifficBiioii-of tnierestcd parties on the bask of thetriechttical 
nfWg Hit' mtO*r diyn ipwitt mil Lnfmnarinn mgnH3nnrimn win be available from the 10th January 1998. Interested 
- pgrt^tremvigd^Q^lyly-to aoeiOfthcfolfe^infi addna say i n d will bp requ ired to sign a cmti uViVi a li ty agreement and 
iqrnrodthe awn tfK^jOQtfOO (^hundred thousand francs CPA J « ^FRF 5,000 tfive thousand French francs). 
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STRONG RISE IN SALES IN 1997: +17.7% 
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V aleo’s consolidated sales for 1997 totaled 
FFr 33.970 million, up by 17.7?o over 1996. 

US This rise can be broken down as follows: 
8 percentage points due to internal growth. 
3.4 percentage points to currency impact and 
6.3 percentage points to new acquisitions. 

S The extension of the 1997 Group reporting 
entity principally includes the acquisition of 
Fist, Ymos and Univel in the area of Security 
Systems. The 1997 sales of associated 
companies, chiefly LuK in Germany and Mirgor 
in Argentina, amounted to FFr 6.1 billion, an 
increase of 19%. 

S In 1 998, the reporting entity will also include 
new stake holdings acquired at the end of last 
year, that is a 100% of Sagar Richards in the 
U.K., a manufacturer of synchroniser rings for 
gear boxes and 50% in Osram Sylvania in the 
United States which produces automotive 
lighting systems. The sales generated by 
these two companies to be consolidated in 
1998 should be of the order of FFr 800 million. 

S2 Additionally, Valeo has acquired from 
Siemens the 21% stake that the German group 


has held in Valeo Climatisation since June 30th 
1995. Net income from Valeo Climatisation will 
therefore be 100% consolidated from January 
1st 1998. 

K 1998 opens in a climate marked by the 
economic crisis in South-East Asia and South 
America. Valeo's sales in these countries 
accounted for 9% of consolidated sales in 
1997. In North America, output will probably 
dip in 1998 but will nevertheless remain at a 
high level. In Western Europe, the depressive 
impact related to the end to the government 
incentive scheme in Italy should be offset by a 
recovery in the market and in the automobile 
industry in France and the launch of numerous 
new models. 

J Against this background, Valeo will focus 
mainly on improving return on capital employed 
and will pursue the industrial rationalisation 
program initiated in Europe in 1997. 

@ Valeo's results for 1997 will be published in 
mid-February. 
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COMPANIES AND FINANCE: UK 

Portfolio of newspaper titles to be divided into three and sold separately to raise about £400m 

United News & Media to split sell-off 


By Cathy Newman 


United News & Media, the 
media group, is set to sell its 
regional newspaper business 
in three separate parts. 
United, which disclosed last 
month that it was consider- 
ing offers, hopes to raise 
about £400m <$652m) from 
the sale which is likely to be 
completed next month. 

The company has indi- 
cated that it Is willing to 
split the titles into the 31 
north of England titles - 


including newspapers such 
as the Yorkshire Post and 
Lancashire Evening Post, 30 
free newspapers in London, 
and the UPN Espana news- 
papers in Spain. Farmers 
Guardian - a weekly title for 
the fa rming community - is 
thought to be excluded hum 
the titles on sale. 

Several regional newspa- 
per groups. Including News- 
quest Media Group and Trin- 
ity International, have been 
invited to submit second 
bids for titles in which they 


have expressed interest. The 
first round of bidding ended 
before Christmas. 

Trinity la thought to be 
drawing up a second bid for 
the northern papers, while 
Newsquest and the South- 
news group are .thought to 
he submitting second bids 
for the London papers, 
which include the Yellow 
Advertiser. 

Independent Newspapers, 
the Irish newspaper group, 
was also said by publishers 
involved to have expressed 


an interest in the southern 
titles, although the company 
is thought to prefer regional 
newspapers outside the UK 
Merrill Lynch, the US 
investment bank, has esti- 
mated the value of the titles 
at between £3 80 m and 
£47Qm. United gained £8LBm 
from selling Welsh titles to 
Southern Newspapers more 
than a year ago. Analysts 
said that United withdrew 
from a sale of its London 
titles at the time after buy- 
ers failed to meet Its price 


and could adopt the same 
stance a gain 

UPN is the fourth largest 
UK regional newspaper 
group, with 7.3 per cent of 
total UK circulation- . Owner- 
ship of UK regional newspa- 
pers has consolidated in 
recent years, with several 
UK national newspaper 
groups selling interests. 

Trinity started the recent 
consolidation in the industry 
when it bought Thomson 
Regional Newspapers In 
November 1995. The most 


Tense calm succeeds material litigation 


Roger Taylor and W illiam Hall on the 
prospects of a would-be wonder fabric 


Pinning hopes on a new fabric 


A silky softness and a 
“peachy”, almost 
furry, quality are 
among the attractions touted 
for Lyocell. the “wonder fab- 
ric" which has been the sub- 
ject of a protracted legal bat- 
tle between its manu- 
facturers. Coartaulds of the 
UK and I - wiring of Austria. 

Both companies are pin- 
ning a great many hopes on 
the product, which is one of 
the few bright spots in an 
otherwise depressed textile 
market. They ann ounced 
yesterday that they had set- 
tled their argument over the 
rights to the manufacturing 
process and have decided to 
share their technology. 

Lyocell, the first new 
man-made fibre in 30 years, 
is believed by some to have 
the potential to match the 
success of Du Pont's Lycra, 
which has worldwide sales 
about 10 times those of 
Lyocell and is still growing 
rapidly. 

Fast growing products in 
the world of fibres are rare. 
Viscose, nylon and polyester 
have become cheap to make 
and prices have been driven 
down by overcapacity. 

But experts are divided 
about the potential of 
Lyocell. Ji-Young Ruckman, 
a textiles expert at Manches- 
ter Metropolitan University, 
says it is not sufficiently 
distinct from existing fabrics 
to make the impression on 
consumers that Lycra 
achieved. 

But fashion designers such 
as Jaeger have been enthusi- 


astic and retailers including 
Marks and Spencer are sup- 
porting it. Courtaulds and 
Lenzing will be praying their 
confidence is well placed, as 
they are in dire need of 
something to improve their 
fortunes. 

Courtaulds’ shares have 
underperformed the FTSE 
All-Share Index by 73 per 
cent over the past five years. 
Their price has halved from 
over 600p to a close of 290p 
yesterday, up l%p. 

The fibres business, which 
accounts for 40 per cent of 
sales, has been the worst 
performer. Courtaulds* vis- 
cose business, which is now 
merged into a joint venture 
with Hoechst of Germany, is 
the second largest in Europe, 
but has suffered with the 
rest of the industry from fall- 
ing prices. 

Courtaulds* Lyocell brand, 
Tencel, was launched in 
1992. Last year, sales were 
£l04m <$169m) - 5 per cent of 
group turnover - and it con- 
tributed about £llm in prof- 
its. But that contribution is 
forecast to fall to £5m for the 
year to March following 
delays to new production 
plant and overstocking. 

Thus far, returns on the 
company's £50m investment 
in research and development 
and the £300m invested in 
manufacturing plants have 
been thin. But Peter 
Edwards, analyst at ABN 
Amro Hoare Govett, is fore- 
casting that profits from 
Tencel will now rise sharply, 
reaching £45m by 2002. 
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For Lenzing. Europe's big- 
gest viscose fibre producer, 
the settlement of the dispute 
is long overdue. 

It has suffered two years 
of heavy losses and the 
combination of the SchlJibn 
($963m) cost of its first 
Lyocell plant on the 
Austrian-Hungarian border 
plus the financial turmaO in 
Asia, where close to a third 
of its fibre capacity is 
located, has raised questions 
over the group's long-term 
survival 

There have been estimates 
that losses in 1997 could be 
as high as Sch600m and 
group gearing of 110 per cent 
in 1996 is expected to have 


increased substantially since 
its important Indonesian 
subsidiary has borrowed in 
dollars while the value of 
the rupiah has collapsed. 

Meanwhile, there have 
been considerable upheavals 
In Lenzing's top manage- 
ment tAam Last July Her- 
bert Liannig. 52, an Austrian 
entrepreneur and corporate 
tumround specialist, was 
brought in as chairman of 
Lenzing's supervisory board. 

Just before Christmas it 
was announced that Hein- 
rich Stepnickza, 59, Lens- 
lug's long-time chief execu- 
tive. and Peter Skoupy. 59, 
the chief financial officer, 
would be taking early retire- 


ment They will be replaced 
by Martin Lem. 47, head of 
an Austrian mail-order firm. 

Leo FermQller, head of 
Lenzing's Lyocell business 
and the man who started the 
legal battle with Courtaulds, 
said that the management 
changes had not precipitated 
Lenzing's decision to end the 
court case. 

However, the decision to 
settle will enable Lenzing to 
concentrate on developing a 
market for Lyocell. 

The settlement puts Lenz- 
ing on an equal footing with 
Courtaulds and will lead to a 
“very significant" savings in 
royalties. It also gives Lenz- 
ing full access to Courtaulds’ 


patents and removes any 
technical uncertainties in 
the minds of potential cus- 
tomers. 

“The worst is behind us", 
says Mick Stempel, Lenz- 
ing's investor relations offi- 
cer. 

Nevertheless. Lenzing still 
faces an uncertain future. 
Bank Austria, the control- 
ling shareholder, is known 
to want to sell its stake. 

It is also still far from 
clear that Lyocell can earn 
the sort of premium returns 
over other synthetic fibres 
which will create a substan- 
tial market niche and justify 
Lenzing's substantial invest- 
ment 
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Recommended Final Cash Offer by 

Robert Fleming & Co. Limited 


on behalf of 


Austin Reed Group PLC 


AG Barr 
shows 
double 
the fizz 


redevelop site 
at Park Royal 


By Nonna Cohen 


to acquire the whole of the issued and to be issued share capital of 


By David Blackwell 


Country Casuals Holdings pic 


Robert Fleming & Co. Limited (“Flemings") announces on behalf of Austin Reed Group PLC 
("Austin Reed"} that, by means of this advertisement and a formal offer document dated and 
posted on 7 January, 1998 (die "Offer Document"), Flemings is making a recommended cash 
offer (the "Offer ") on behalf of Austin Reed for die entire issued and to be issued share capital 
of Country C a s ua ls Holdings pic ("Country Casuals"). Terms defined in the Offer Document 
have the same meaning in this advertisement 


The Offer is 135p in cash for each Country Casuals Share. 


The full terms and conditions of the Offer (including details of how the Offer may be accepted) 
arc set out in the Offer Document and Form of Acceptance. This advertisement alone does not 
consti tute and must not be construed as an offer. Country Casuals Shareholders who accept the 
Offer may rdy only on the Offer Document and Form of Acceptance for all the terms and 
conditions of tire Offer. 


The Offer is, by means of this advertisement extended to all persons to whom die Offer 
Document may not be despatched who hold, or who are entitled to have allotted to diem. 
Country Casuals Shares. Such persons are informed that copies of die Offer Document and 
Form of Acceptance are available for collection from Northern Registrars Limited, Northern 
House. Penis tone Road, Fenay Bridge, Huddersfield HD8 OLA and from Flemings, 25 Copthall 
Avenue, London EC2R 7DR. 


The Offet which is being made by means of die Offer Document and this advertisement will 
be open for acceptance until 3.00 p.m. on Wednesday, 28 January, 1998 (or such later tixne(s) 
and / or datefsj as Austin Reed, subject to the rules of the Code, may decide). The Offer is final 
and will not be revised or increased except that Austin Reed reserves the right to revise and/or 
increase the Offer in die event of a competitive situation arising (as determined by die Panel). 


The Offer is not being made, directly or indirectly, in or into, or by die use of the mails of, or 
by any means or instrumentality of interstate or foreign commerce of, or through any facilities 
of a national securities exchange of, the USA Canada, Australia or Japan. Copies of the Offer 
Document and the Form of Acceptance and any related offering documents are not being, and 
must not be, mailed or otherwise distributed or sent into the USA. Canada, Australia or Japan. 

This advertisement is not being published or otherwise distributed or sent in or into the USA, 
Canada. Australia or japan and persons reading this advertisement (including custodians, 
trustees and nominees) must not distribute or send this advertise m ent the Offer Document or 
the Form of Acceptance (nor any related documents)) in, into or from the USA Canada, 
Australia or Japan nor use the USA. Canadian, Australian or Japanese mails or any such means 
or instrumentality for any purpose, directly or indirectly, in connection with the Offer and 
doing so may invalidate any related purported acceptance of the Offer. 


This advertisement is published on behalf of Austin Reed and has been appr oved by Flemings, zohidi is 
regulated in the United Kingdom by The Securities and Futures Authority Limited, solely for the 
purposes of Section 57 of the Financial Services Act 1986. 


Flemings is acting for Austin Reed and no one else in connection with the Offer and mil not be 
responsible to anyone other than Austin Reed for prodding the protections afforded to customers of 
Flemings or for providing advice in relation to the Offer. 


The Directors of Austin Reed accept responsibility for the information contained in this advertisement. 
To the best of their knowledge and belief (having taken aU reasonable can to ensure that such is the easel, 
the information contained in this advertisement is in accordance with the facts and does not omit 
anything likely to affect the import of such information. 
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AG Barr, the Glasgow-based 
maker of Irn Bra and Tizer, 
more than doubled profits 
last year on the back of 
lower raw material costs 
and benefits from its new 
factory in Scotland. 

Pre-tax profits rose from 
£5m to £10Am ($17 3m) on a 
7 per cent rise In sales to 
£110.3m (£103 in) for the 12 
months to October 25. 

Robin Barr, executive 
chairman and great-grand- 
son of the founder, 
described the results as 
“excellent", bat pointed oat 
that 1995 and 1996 had been 
badly affected by adverse 
raw material prices. 

A fairer comparison 
would be with the previous 
record profit of £6. 7m, in 
1994. The group was now 
paying the same for its plas- 
tic bottles and sugar as in 
1994. 

Savings on both sugar and 
polyethylene totalled £2m, 
while cost savings from the 
new Cumbernauld factory 
flattered profits by up to a 
further £2m. 

Earnings per share 
jumped from 18.46p to 
38.55p. 

The year end is being 
changed to Janaary 31, and 
a second interim dividend 
of 7p is declared, taking 
the total so far to lip 
(8.65p). 

The group also announced 
the appointment as manag- 
ing director of Hugh 
McPherson, 41, now with 
United Biscuits. 

Mr Barr, 60 next month 
and the last member of the 
family on the board, said be 
bad no plans to retire bnt 
that the appointment was 
part of the planning for his 
eventual succession. 

The shares added 15*Ap to 
close at 454p. 


Guinness Brewing, a 
subsidiary of Diageo, yester- 
day unveiled ambitious 
plans to exploit the value of 
some of its property assets 
with a £350m (5570m) rede- 
velopment of an 80 -acre site 
it owns in north-west Lon- 
don on the Park Royal 
Estate. 

The plans are the compa- 
ny’s first foray into property 
development and include 
construction of a new head- 
quarters for Guinness Brew- 
ing’s own use. A planning 
application was submitted 
yesterday to the Brent and 
Ealing local planning 
authorities, which last year 
approved Guinness Land’s 
planning brief that identified 
the properties as surplus to 
requirements. 

“The brewing process has 
changed radically, ” Guin- 
ness said. “There are lots of 
buildings on the site which 
are good for no other pur- 
pose but brewing and are 
expensive to maintain 
empty.” The brewer first 
occupied the site in 1936. 

Guinness needs only 20 


acres of the site for its own 
purposes and Intends to use 
the remaining 60 to develop 
a business park. The site 
will be developed plot-by-plot 
with Guinness’s develop- 
ment partner, London & 
Regional Properties. 

There will be no specula- 
tive development but it is 
expected that once a pro- 
spective tenant is signed to 
the building, construction 
will begin. Upon completion. 
Guinness intends to sell 
each site to London & 
Regional. 

Roughly 6 acres will be 
open space including what 
the company describes as “a 
water feature". Most of the 
car parking will be under- 
ground in order to maintain 
the landscaping. 

Other projects for the site 
area include an access road 
from the A40 Motorway 
which was included in the 
successful Single Regenera- 
tion Budget bid approved in 
1996. Also, there are plans 
Cor a London Underground 
tube station linking the 
existing Piccadilly and Cen- 
tral hues and a bus inter- 
change. 


Rio Tinto nets $121m 
from power plant sale 


By Kenneth Gooding 


Rio Tinto, the Anglo- 
Australian mining group, 
and Freeport McMoRan Cop- 
per & Gold, its HA per cent 
owned US associate, have 
sold their Interests In a 
power plant and transmis- 
sion facilities in Indonesia 
for 6360m. 

Rio received $121m. repre- 
senting its contribution 
towards construction of the 
facilities, which were 
designed to support a sub- 
stantial expansion of Free- 
port’s Gras berg mine in the 
hi ghlands of Irian Jaya. 

Freeport's net proceeds 
totalled $239m and will be 
used to reduce debt 

The 195 MW power plant 
has been bought by a consor- 


tium rang! rting of Prasu nina 

Nusantara Jaya, an Indone- 
sian company concentrating 
on infrastructure develop- 
ments, Duke Energy Interna- 
tional, an affiliate of Duke 
Energy Corp of the US, and 
Westcoast Energy Interna- 
tional, a subsidiary of 
Westcoast Energy of Can- 
ada. 

Rio’s 1995 agreement with 
Freeport gives the Anglo- 
Australian group 40 per cent 
of production increases at 
Grasberg, one of the world’s 
biggest copper-gold mines, 
above 180.000 tonnes of ore a 

day. It has received govern- 
ment approval for expansion 
and expects the rate to rise 
to more than 190.000 tonnes 
a day by mid-1998 and even- 
tually to 300,000 tonnes. 


LEX C OMMENT 


Thomson 


recent deal involved John- 
ston Press buying Home 
Counties Newspapers for 
VB9_m at the end of last 
year. 

Lord Hallick's United 
group, which also -owns 
national newspapers such as 
The Express, has been turn- 
ing its attention towards 
television in recent times. 
'Hie company bought the 
HTV Independent television 
franchise last year, and also 
owns the Anglia and Merid- 
ian PTV licences. 


Apparently unsuccessful in finding. ~a -trade - buyer for 
Thomson Travel, it seems Thomson Corporation has 
finally opted for a ■ flotation. This is sensible. Thomson 
marvngpmont should focus on. the core 'information pub- 
lishing business under threat from Reed ElsevierTWoRexs 
Blower. With more than £L2bn ($L95bn) cash flow in 
1997, boosted, by the £ 880 m sale bf IPC, its consumer 
magartnog trnsiness. the Anglo-Dutch company is a genu- 
ine 5001b gorilla In the electronic media jungle. Whether 
through acquisition or not, it is curr e ntly set .to grow 
faster than the family-controlled Canadian business. 

With the recent Monopolies and Mergers Commission 
report on the £7hn UK package holiday . Industry finding 
no reason to require Thomson to sell its Lunn Poly travel 
shop business, a serious obstacle to flotation has. disap- 
peared. Furthermore, market conditions are ' favourable. 
The strong pound and building society windfalls have 
boosted profits and stimulated the early bookings crucial 
to a tour operator’s ability to match supply of hotels and 
flights to demand. 

Nevertheless, Thomson Travel would hot deserve Air- 
tours’ premium market rating. Although, a recent acquisi- 
tion in Scandinavia has made it less dependent- an the 
volatile UK market, Thomson has not diversified Interna- 
tionally to the same extent Not does it dominate the 
fast-growing city-break market That said, with 1997 pre- 
tax profits of some £100m, Thomson Travel should still 
achieve a valuation of at least £L8bn. 


NEWS DIGEST 


Johnson makes 
US disposal 


Johnson Group Cleaners has sold its US textile rental 
business but plans to add to Its 44 “Drive-thru” 
dry-cleaning stores in the US following a strategic review. - 
The division was sold to Cintas . Corporation for £13-3m 
C$2L7m) cash, plus a further payment of about £3.6m 
depending on valuations of properties and other assets. A 
£1.5m net loss on the sale will appear as an exceptional in 
the 1997 accounts. 

The review concluded that there were only limited 
chances of improving the division's performance without 
“a dis pr oportionate amount of further investment”. But 
marg ins on US dry-cleaning were improving after a 
management shake-up. Ten “Drive-thrus” were opened in 
1997. Johnson is the largest dry-cleaning company in the 
UK and in the US, although the market there is very . .. 
fragmented. It is the UK’s third largest company in textile 
rental - mainly overalls and other workwear. 

Mike Murphy, analyst with SBC Warburg, is forecasting 
1997 pre-tax profits of £20m (£18. 7m) before exceptional^ 
and earning s of 26 -8p (24_59p). 

In the UK, Johnson plans to expand its textile rental 
division, which provides more than half of operating 
profits. Victor Mallet j 


Canning in French restructure 


W Canning , the speciality chemicals group, yesterday . 
announced the long-awaited restructuring of its 
struggling- French operations. The Birmingham-based 
company said It had reorganised its Eficca aerosol-filling 
business, halving its personnel to 28. 

The French operations,. which account for about 30 per . . 
cent of group turnover, broke even in 1996 after reporting 
a £700,000 loss for two consecutive years. The business ‘ 
has suffered from industrial action as well as falling -v; 
demand. Graham Green, group managing director, said; ' . 
the group now had a muchimproved base which provided 
an opportunity for Eficca to show some profit, however y 
small in 1998. 

Canning is also planning £40m of acquisitions In an : > 
attempt to double sales and profits within four years- 
plant in Shanghai becomes frilly operational this year; 1 ” 
and it hopes to open another factory in Brazil: ' 

Richard Woffle 


Doncasters’ 6% Triplex buy 


Doncasters, the precision engineering group, yesterday; . 
revealed it had bought 6 per cent of shares in Triplex 
Lloyd since launching an agreed £l94m (*316m) bid ’for the 
castings company last month. Doncasters, which is listed 
in the US. spent £11.2m to buy 4.06m Triplex shares at - • 
278p. It is offering 280p a share in cash. Triplex shares 
wereunchanged yesterday at 272%p. V- ... 

Triplex directors have already agreed to sell their • 
personal holdings, representing 0.14 per cent of the ■ ■ , 

company, to Doncasters. The offer’s first closing date Is : 
January 28. Richard Wdffe 


Arriva in Dutch expansion 

Arrlva, the UK transport group formerly known as Cowie, 
is expanding in the Netherlands with the acquisition of 75 
per cent of Vane am Nederland, the country's largest 
privately owned public transport operator. 

The vendors, which include ATC Van com. the US . 
transport operator, retain 25 per cent Arrlva is 
understood to have paid nearly £9m for its stake. - 
Combined group pre-tax profits for 1997 were about 
FI 6m ($2.9m) from turnover of more than FI S9m. 


Cookson to sell Plantpak UK 

Cookson, the industrial materials group, is selling the UK 
operations of Plantpak. its horticultural products . 
business, to Synbra UK. part of a Dutch group which 
produces plastics for the construction, packaging and 
horticulture markets. 

Cookson is already closing Plantpak’s Dutch and 
French operations, which will complete its exit from foe 
horticultural products business. The sale and the closures 
will raise about £l2m. There will be an exceptional loss on 
the disposal and closures of about £36m, which includes a. 
write-back of £24m of goodwill. 


FT to revamp web services 


The Financial Times is to position its web site, FT.com, as 
a gateway to all FT electronic information and will begin 
charging via subscription for access to same of its 
services, including archive materiaL 
Subscribers will eventually be able to access the full FT 
archives and other information services. FT.com will also 
offer around-the-clock coverage of the world’s main 
financial markets, a global research service, specialist - 
information on emerging markets and other topics, and 
access to Europe’s largest personal finance site. 

The changes are part of a wide-ranging reorganisation 
sanctioned by Pearson, the FT’S parent company, which 
will combine the existing FT.com with other Pearson ' 
general business information services. The new business 
will be called Financial Times Electronic Publishing - 
The introduction of charges follows a trend established 
in the US. 

"We aim to build a competitive Financial Times' • 
fr a nc his e on the web. so that we can consolidate our- 
positlon as the leading international business information 
publisher in Europe and support the growth of theTT ‘ 
brand in the US and Asia," said David Bell, FT chairman . ^ 
and executive director of Pearson's information division- , 

Paul Taylor 
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BflSOn Sara Abdulla looks at the vital role played by genetics in the fight against tuberculosis 
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enetics is reyolutionl- 
■ " ‘/".sing' the hunt for new 
W . w /tuberculosis drugs and 
: 1 1 M vaccines. Just before 

Christmas, scientists in the UK 
ahid“ ]Prance ' completed the 
/genome sequence of the patho- 
gen, . or micro-organism, that 
causes the disease. ’. 

.. The genome sequence is the 
chemical identity of an organ- 
ism's. entire’ genetic blueprint Its 
completion ..for mycobacterium 
tuberculosis*. ‘XM.tbjhas given 
drug designers, the ehpmif^i Key 
to all the genes within the organ- 
ism: that could be targeted by 
novel .antibacterial agents. 

It has also provided epidemiolt* 
gists'with a powerful new tool for 
tracing the spread of TB. 

... " Meanwhile, ! the 'screening or 
mapping out of tlteentire human 
genome - a much bigger- world- 
wide research .project which is 
due Tot completion in 2005 - is 
yielding promising avenues for 
vaccine developmen t by shedding 
Ug±rt ion the me chanisms of resis- 
tance and susceptibility. 

.“Everything we need to know 
about the organism, from Its biol- 
ogy to Its behaviour is encrypted 
in its genome,” says Stuart Cole 
of the Irish tut Pasteur In Paris, 
which collaborated' with the San- 
,ger Centre near Cambridge on 
the Wellcome ' Trust- funded 
screening of M.tb. 

, “The enormous progress of 
computer-assisted database 
searching -during the last few 
years has enabled us to attribute 
precise -or "putative -functions to 
more than 70 per cent of the 
genes in M.tb that have counter- 
parts m other bacteria,” says Dr 
Cola 

According to the World Health 
Organisation Global TB pro- 
gramme, which has supported 
the genome sequencing effort, 
the disease kills about 3m people 
every year - more than any other 
.single pathogen. And, since one 
in three Aids patients dies from 
TB, the situation is worsening in 
line with the Aids epidemic. 

Existing combination therapies 
of three or four antibiotics (usu- 
ally rifampicin, s trep to m ycin, iso-, 
nlazid and ethainbutoD. taken 
daily over periods of six months 
ormarecah,mthecffy,cureupto 
95 per cart of cases. But in prac- 
tice the drugs are too uncomfort- 
able and inconvenient to take 
and too staff-intensive to admin- 
ister to be anywhere near that 
effective, especially in the devel- 
oping world where .almost all TB 
occurs. - 7 

As a result, up to 40 per cent of 
cases are multidrug resistant 
(MDR) in ^ome “faotspots”: But 
although. the nedd for mew drugs 

i L"* — 1 .-1 ' ' 


Chemical key 
to TB genes 
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A strain of Mycobacterium tuberculosis that is multi-resistant to antibiotics and antibacterial drugs 


is keener than ever, developing 
them profitably is a formidable 
challenge. To compete with exist- 
ing therapies - which, however 
flawed, are cheap and reasonably 
effective - any new TB treatment 
will have to meet a number of 
daunting criteria. 

The entire course of treatment 
must cost less than about $30 
(£18) and the new therapies must 
be. able to treat MDR TB, have 
few side-effects, and be deliver- 
able -orally. Most importantly, 
'they need to offer shorter. more 
intermittent therapy. 

“The ' availability of the M.tb 

genome sequence provides 
greater opportunity than ever 
before for the rapid identification 
and validation of novel, drug tar- 


gets,” says Ken Duncan, manager 
of Action TB. GlaxoWellcome’s 
TB research Initiative. 

“Moreover, the efficiency and 
speed with which we can now 
identify targets increases the 
likelihood of finding new drug 
leads. But the new challenge is 
selecting suitable targets from 

this mass erf info rmatio n-" 

One way is to build up a “meta- 
bolic map” comparing the genes 
in M-tb with genes from other 
organisms whose function is 
known. This provides clues to 
how M.tb survives and grows. 

However, “drug therapy is only 
a part albeit an important part 
of the fight against TB," said 
Paul Van Helden. professor at the 
University of Stellenbosch, at a 


recent Novartis Foundation Sym- 
posium** in Cape Town, South 
Africa, which has one of the 
worst TB problems in the world. 

“Real breakthroughs are likely 
to come from a better under- 
standing of ecology, social behav- 
iours and from an appreciation 
for the interaction between host 
and pathogen," he said. 

P rof Van Helden is using the 
new-found knowledge of 
the M.tb genome to reas- 
sess the epidemiology of the dis- 
ease. Each strain of TB has a 
unique genotype. By examining 
these genetic signatures he has 
exploded some long-held dogmas 
of TB transmission. 

He has found, for example, that 


less than 50 per cent of the total 
TB cases in one high-incidence 
community were recently trans- 
mitted, and that the majority of 
drug-resistant cases in the same 
area were transmitted and not 
acqulred. 

Van Helden hopes that infor- 
mation like this will be used to 
model disease dynamics, predict 
epidemics, to shape treatment 
policy and to monitor the out- 
come of new interventions. 

Meanwhile, variations in the 
human genome play a consider- 
able part in influencing who gets 
TB. 

"This part of the equation has 
until recently, been largely 
ignored," says Richard Bellamy, 
of Wellcome Trust Centre for 
Genetics in Oxford, whose group 
is using two complementary 
strategies to find the genes 
responsible for h uman suscepti- 
bility and resistance to TB. 

The first is an entire-genome 
screen of sibling pairs suffering 
from TB. This has uncovered 
four genetic regions that appear 
to have a big effect on human 
susceptibility to the disease. 

Dr Bellamy admits that nar- 
rowing the linkage to a small 
chromosomal region is going to 
be a considerable task, but he 
believes it will become easier as 
the human genome project pro- 
duces more high-resolution 
genetic and physical maps. 

In the second study, the group 
compared a large group of TB 
patients with an ethnically 
matched group of healthy con- 
trols for the presence of particu- 
lar genes thought to be instru- 
mental in susceptibility and 
resistance. 

By screening for mutations in 
the gene encoding the Vitamin D 
receptor, VDR. for example, they 
found evidence to support the 
link between Vitamin D defi- 
ciency and TB susceptibility. 

However, Professor Solly Bene- 
tar, head of the University of 
Cape Town's Medical School, 
says: “In our excitement over the 
power of genetics and bioinfor- 
matics we must not forget that 
the causes of TB are deeply 
rooted in social contexts and 
development patterns. 

“Science is necessary but not 
sufficient to solve this problem.” 

Sam Abdulla is science writer in 
residence at the Novartis Founda- 
tion (formerly the Ctb a Founda- 
tion). 

* Posted on the world wide web at 
http:llwww.sangcr.ac.uk 
**77ie proceedings of this meeting 
will be published m August 199S 
by John Wiley and Sons. Chiches- 
ter. UK 
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Lower fat chips 
with extra starch 

Starch is the largest single 
energy source in the human 
diet So a discovery at Oxford 
University of a way to increase 
the starch content of crops such 
as potato, maize and rice could 
have significant commercial 
potential. 

Scientists at the university 
found that suppressing the 
activity of one enzyme - called 
NAD- malic - sharply increased 
starch production. One possible 
consequence of this discovery 
could be very low-fat chips, 
since potatoes with a high 
starch content have less water 
than ordinary potatoes and so 
take op less fat during frying. 
Modulating the enzyme might 
also raaVp the starch content of 
potatoes more uniform, which 
could improve the efficiency of 
the process that makes chips 
and crisps. 

The work, which was backed 
by the Biotechnology and 
Biological Research Connell, 
has been patented by Isis 
Innovation, the University of 
Oxford's technology tr ansf er 
company. Zeneca 
Agrochemicals is funding a 
three-year project to extend the 
research towards possible 
commercialisation. 

Oxford University: UK, tel 
(0)1865 275000: e-mail 
steven.hilhqgjlants.oz.ac.uk 

Faster microchip 
solution in the air 

The move towards ever smaller 
computer chips is throwing up 
serious problems with 
unwanted electrical resistance 
and capacitance effects. These 
slow the flow of electrical 
si gnals between the wires, 
severely reducing the 
performance of the chip. 

Part of the solution may 
involve using copper rather 
than aluminium wires. But new 


Vanessa Houlder 


materials with improved 
Insulating properties may also 
be needed. 

One answer is to incorporate 
air - the perfect insulator - 
into the insulating compound, 
according to researchers in the 
US. 

Last month, Texas 
Instruments announced it had 
successfully used a combination 
of copper wire and xerogel - a 
material made of microscopic 
glass bubbles containing air - 
In an integrated circuit It 
thinks this approach will lead 
to microprocessors that are at 
least 10 times foster and use 
much less power than the most 
powerful chips currently 
available. 

A similar approach Is being 
pursued by researchers at 
Rensselaer Polytechnic 
Institute in the US. They are 
studying “aerogels” that 
contain between 65 per cent 
and 90 per cent air. 

They say the speed of the 
chip could be doubled just by 
using the aerogel to surround 
the wires that link the 
transistors. They anticipate the 
new materials could come into 
use within five years. 

Texas Instruments : US. tel 
9729950402: web. icww.ti.com \ 

Rensselaer Polytechnic 
Institute: US tel 5182766049; 
e-mail plawskyQrpi.edu 

Map for breeding 
bigger prawns 

Genetic research by a team of 
Australian scientists is likely to 
be the first step towards 
breeding bigger, faster-growing 
“superprawns". 

. Scientists at Csiro, 

Australia’s national research 
body, based in Brisbane, have 
succeeded in making a gene j 
map for prawns - the first for 
any crustacean species. The 
genetic linkage map will be 
used by researchers to identify 
the genes that are responsible 
for growth rate and other 
important traits such as gene 
resistance. Prawn farmers will 
be able to use the map to breed 
larger prawns more quickly 
and easily than they could 
using traditional breeding 
strategies. 

Early research suggests that 
prawn farms using genetic 
improvement programmes can 
expect increased annual growth 
rates of about 10 per cent 

Csiro: Australia, tel 733770476 ; 
http:llwww.csiro.aulcsiro.html 
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When business comes 
to Turkey, 

banking comes to Iktisat. 


In a global economy, the demands of foreign trade 
finance require a reliable partner. A partner with the 
competence, experience and imagination to find the 
right solution for your opportunity. 

As Turkey's full service merchant banking group, 
iktisat has the resources, professional organization 
and technology to make fast, informed decisions to 
meet your trade finance needs. 

And people with the commitment to building 
relationships that lead to success. 

1 

1 

Find out why Iktisat is the choice in Turkey for more 
than 1,500 correspondent banks around the world. 
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INTERNATIONAL CAPITAL MARKETS 


Europe withstands Treasury sell-off 


GOVERNMENT BONDS 


By Simon Davies in London 
and John La bate 
in New York 

European markets withstood 
an early sell-off in US Trea- 
suries and a spate of govern- 
ment bond auctions to finish 
mostly higher yesterday. 

The US market succumbed 
to profit-taking and concerns 
over non-farm payroll num- 
bers to be released on Fri- 
day. but the bull run in 
Europe continued. 

However. David Keeble. 
European bond strategist at 
CS First Boston, said: "There 
are an awful lot of bond 
issues, which is going to pat 


a lid on where markets can 
go. It will be a case of grind- 
ing higher without much 
conviction.'’ 

Nonetheless, GERMAN 
BUNDS were in demand yes- 
terday. A DMlObn auction of 
10-year bonds was twice cov- 
ered, and the new issue out- 
performed its benchmark by 
2 basis points on the day. 

The March future in Lon- 
don settled at 105.48, up 0.13 
on the day, after hitting an 
intra-day record of 105.61. 

Heinz Gunasekera, bund 
Specialist at UBS Securities, 
said: “Its a bull market at 
the moment, sentiment is 
very good, and investors are 
keen to put their money into 
the 10-year area." 


A further DMISbn of the 
10 -year bund will be ten- 
dered during the first quar- 
ter of the year, in two 
tranches. 

SPANISH BONOs also 
responded favourably to a 
series of government bond 
auctions, with strong 
demand for an historic 
30-year offering. The March 
contract settled 0.03 higher 
at 106.81. but the spread 
against bunds edged one 
basis point wider to 28. 

ITALIAN BTPs continued 
to outperform, with the 
March future settling at 
116.77, up 0.12 and in the 
cash market, the adjusted 
yield moved to within 1 basis 
point of Spain's. 


FRENCH OATs also per- 
formed strongly. The March 
contract settled 0.20 higher 
at 102.14. and the adjusted 
yield on its benchmark 
10 -year bond is now 2 basis 
points lower than bunds, in 
spite of the prospect of a 
government auction today. 

Mr Keeble pointed out that 
“the longer-term funding pic- 
ture in Europe is extremely 
positive. In 1998, there is not 
a single European OECD 
country that will have a pri- 
mary budget deficit, which is 
astonishing." 

UK GILTS bucked the pos- 
itive trend, after succumbing 
to profit-taking in response 
to Wall Street. The March 
contract settled unchanged 


at 123. Sentiment was also 
affected by the PM1 services 
sector survey, which showed 
wage pressures building up. 

Kevin Adams, gilts strate- 
gist at Barclays Capital, 
said: "It is fear rather than 
greed that is driving the 
gilts market" 

US TREASURIES fell 
sharply as the two-day tally 
gave way to profit-taking. By 
early afternoon the bench- 
mark 30-year bond was down 
% to 105, sending the yield 
up to 5.771 per cent 
Ten-year notes fell by g to 
104j*, yielding 5.522 per cent, 
and two-year notes lost £ to 
100H. yielding 5.405 per cent 
The Federal Funds rate was 
at 5.31 per cent. 


A morning report showed 
sales of new homes 
increased by 5.1 per cent in 
November, well above expec- 
tations. However, analysts 
said the report made little 
Impact on the market 

"Yes, the housing data 
were strong, but it's old 
data," said Mike Purdy, head 
of money market and propri- 
etary trading at Commerz- 
bank in New York. The mar- 
ket had other, more pressing 
concerns. “It’s what do we 
see going forward, and defla- 
tion is the overriding man- 
tra," he added. 

Fear of a possible interven- 
tion to support the yen was 
another factor weighing on 
Treasuries. 


Flood of new issues 
continues unabated 


INTERNATIONAL BONDS 


By Samer Iskandar 

The flood of new issues 
continued unabated yester- 
day. fuelled by heavy supply 
of dollar-denominated bonds. 

Cheap funding opportuni- 
ties, due to a favourable 
swap market, are still 
attracting borrowers to the 
dollar sector. But bankers 
said investors were starting 
to suffer from "indigestion". 

One banker said: “There 
are two types of borrower in 
this environment: the oppor- 
tunistic, who try to achieve 
the lowest possible cost; and 
the benchmark-setters, who 
share the benefits with 
investors. The former per- 
form poorly, the latter will 
always find buyers." 

A S750m issue of 10-year 
bonds by the EUROPEAN 
INVESTMENT BANK saw its 
yield spread over Treasuries 
widen by a couple of basis 
points, In spite of a promis- 


ing launch. Salomon Smith 
Barney, joint lead manager 
with ABN Amro, said it saw 
strong demand from Asia 
early in the day. 

The spread came under 
pressure later, although 
Salomon reported “good 
demand from a variety of 
European institutions". In 
late trading in London, the 
bonds were yielding 26 basis 
points over Treasuries, down 
from 27 basis points earlier. 

COUNCIL OF EUROPE 
SOCIAL DEVELOPMENT 
FUND, the continent's oldest 
multilateral development 
bank, kicked off its borrow- 
ing programme for 1998 with 
a benchmark $750m issue. 

The deal, jointly led by 
Merrill Lynch and Nomura, 
was priced to yield 24 basis 
points more than five-year 
US Treasury bonds. 

Thierry Potrel, the fund's 
finance director, said the 
transaction had the dual 
aims of satisfying investor 
demand for dollar assets and 


consolidating the borrower's 
reputation in the interna- 
tional markets. 

The fund is pl anni ng to 
raise more than Ecu2.5bn 
this year. Last year it bor- 
rowed Ecu2.1hn, up 10 per 
cent from 1996. Its next deal 
is expected to be a large 
issue in a European cur- 
rency. possibly in euros. 

PORD MOTOR CREDIT, 
the US car company, also 
tapped the dollar sector. 
Morgan Stanley Dean Witter, 
lead manager, decided to 
accelerate the launch “to 
beat the supply". It reported 
strong participation from 
European investors, which 
bought roughly 40 per cent 
of the bonds but demand 
from Asia was “disappoint- 
ing”, said one banker partici- 
pating in the deal. “Demand 
in Asia these days is mainl y 
focused on the strongest 
credits.” he said. 

PRUDENTIAL CORP, the 
holding company for the 
UK’s largest life insurance 


I New international bond 

issues 
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Amount 

Cotgson 

Price 

Maturity 

Frias 

Spread 

Book-remer 

Borrower 

m. 

% 



% 

bp 


■ US DOLLARS . ; . 
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Ford Motor Graft Co 

Tbn 

6.00# 

99-974R 

Jan 2003 

0J5R 

+59(5%Dec02) Morgan Stanley DW 

European Investment Bunk 

750 

5.75 

99.448R 

Jan 2008 

0.32SR 

+25(E%Aug07)ABN AmnYSakimon SB 

Council of Europe 

750 

5.75 

99263R 

Jan 2003 

02SR 

+£4O%Oec02) Uamn/Nomura krtt 

Caymadrid imemattonatt 

630 

(a) 

100.023 

Jan 1999 

a 05 

- 

Barehrys/Demsche MG 

Ha8enta Reputflct 

200 

W 

99.74 

Jen 2003 

0.30 

- 

Diesdner KB 

World Banhfl)* 

200 

3.00# 

94.374 

Feb 2001 

12& 

- 

fBdto Europe 

IBM Credit Corp(c)5 

125 

9 m 

ioaoo 

Feb 2003 

2-50 

- 

S8C Warburg Dtlon Read 

■ D-MARKS 
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Manneemann France 

900 

525 

99.71 R 

Jan 2005 

ojor 

♦30(7%jwi05) Oeutsche Morgan Graded 

Bremer Lancfe3bank Finance 

100 

5.00 

9925R 

Feb 2004 

0.1 75R 

+15(0%NovO3) BGL/KraSetbank 

■ ■ STBTUND 




, 

* 

...... 

• y_ 

Prudential Corp 

300 

6.875 

99A99R 

Jwi 2023 

0.625R 

+75(6%- 2021) SBC Watburg Driton Reed 

Bank of Nova Scotia* 

250 

W) 

99.930 

Feb 2003 0.187SR 

- 

Barctays Capital Group 

■ YEN.. 








BGB Finance helaneHo)* 

20.5bn 

LON 

100.00 

Jul 2001 

ISO 

- 

Oatwa Europe 

■ ITALIAN LIRE ' 




- ' ■ • \ ; 


■ *■ ** • .' . 


World Bankt 

5S0bn 

« 

100.385R 

Feb 2010 

undtod 

- 

BO/CabatQ/Caripla/JPM 

Credit Local de Franco* 

200bn 

(0) 

B9.75R 

Jan 2013 

0375R 

- 

Morgan Stanley DW 

■ LUXEMBOURG FRANCS 



- t - 

• . 
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Baoob Overaaas(l) 

3 bn 

5 00 

101.75 

May 20C3 

1.75 

. 

Bacob Bank Luxembourg 

Argenta Nederland 

2bn 

5.00 

100.00 

Feb 2003 

1.75 

- 

acs 

■ CANADIAN DOLLARS 
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BNG 

100 

5.125 

99.72SR 

Feb 2001 

0.1876R 

♦5(5 

CISC Wood Bendy 

Commerzbank AG 

100 

500 

99.01 25R 

Feb 2001 

0.1875R 

• *15(5 

TO Seavflies 

■ SOUTHAFRICAtiFtAND. 







,. k . .. - , 

World Bank 

Ibn 

13.875 

loaoon 

Jan 1999 

0.1 OR 

- 

TO Sectaries 

Final terms, non-esflobie unless staled. Yield spread (over relevant government bond) at launch supplied by lead manager. 
AUnisted. §Convertibte. *With equity warrants. * FloaUna-rate note. ffSenri-annual coupon. Ft fixed re-ofler pries; fees 

shown at re-oner level, a) 3-mtfi Libor - 

i%. b) 3-rrrth Libor +%%. c) EMChangeabla into Dow Jones industrial Average at 

20% premium. Capable tram 4/2/01, subject to 105% hurtle, at par. d) 3-nrrih Libor flat e) Redeemed in USS. 1) lOWH in yr 

1. 7% In yrs 2 * 3, than 15% - 

2 k 12-mtb Libor; max 6%%. min zero in yrs 4-8 and 2Vi% in yrs 9-12. g) 12% In yr 1. 996 

In yr 2. 8% In yr 3, then 151*% - 2 x 12-mth Libor, i) Over interpolated yield. Q Long 1st coupon, a) Short 1st coupon. 


company, made a rare 
appearance in the sterling 
sector after a 10-year 
absence. The £250m 25-year 
issue, priced to yield 75 basis 
points over long-term UK 


gilts, was increased to £30Qm 
to satisfy strong demand. 

SBC Warburg Dillon Read, 
lead manager, said the 
bonds' main attractiveness 
came from the issuer's solid 


ratings (AA+ by S&P and 
Aa3 by Moody’s; and its rar- 
ity value. It also said the 
deal was oversubscribed at 
launch, causing the spread 
to tighten by 2 basis points. 


CAPITAL MARKETS NEWS DIGEST 


Vietnam gets help 
from World Bank 

The World has approved a $35m credit to help . - . 

finance (he settlement by Vietnam of $797m in conxmer- . 
cud arrears owed to London Chib creditors. The decision 
comes three weeks after Hanoi signed an agreement fihalf 
i s in g terms with roughly 120 creditors - mainly Japanese 
and European institutions - to repdy the money after . 
three years of negotiations. 

The credit will help finance the up-front casts of the 
agreement, which delivers what the hank called “substan- 
tial debt rehef”. Bankers expect Vietnam to-issue Brady - 
bonds as part of the settlement at the end of this mcmth. 

Vietnam has been burdened with significant, external . 
debt in hard currency and ncm-ccinvHtible currency for \ 
more than two decades. Total hard currency debt in 1996, 
the last year for which figures were available, amounted, 
to $5.4bn, or about 23 per cent of gross domestic product \ 

Bankers had hoped the move would clear the way for . 
Hanoi to make its debut on the international capital mar- 
kets with a planned SlOQm to £L50m eurobond issue. But 
the International Monetary Fund last month warned Viet- 
nam against doing so until it had pushed through a soles 
of urgent economic reforms. Jeremy Grant, Hanot 

■ DERIVATIVES 


Matif prepares for euro 


Mafif. the French derivatives exchange, has- announced a. 
series of measures to increase its competitiveness ahead . 
of next year's introduction of the single European cur- 
rency. The move comes less than a month after Matif . . 
merged with the Soddtd des Bourses Franchises, which 
operates the Paris stock exchange. 

From May, Matif will cut fees (which members pay on 
every transaction) by up to 25 per cent for participants 
that trade more than 6,000 contracts a day on average. 

The advent of European monetary union is threatening to 
shrink the derivatives market, as the removal of currency 
and interest rate risk reduces the need to protect invest- 
ments from adverse market moves. 

The convergence of the French and German bond mar- 
kets has started to take its toll on Matif. While activity on 
the London International Financial Futures and Options 
Exchange rose by 25 per cent in 1997, trading volumes on 
Matif stagnated at 68.6m contracts. Trading in the 
notional contract, which accounts for more than half of 
the exchange's volume, fell by 4.4 per cent to 33.75m lots. 

"In 1997, Matif opted for strategic repositioning," said 
Gdrard Plan wad el, chairman. “In 1998, we wQl be working 
to further enhance competitive strengths and increase 
liquidity." 

Matif also Hinfirmal thstt. it was p lanning tn relaunch 

its wheat futures contract Mr Pfauwadel said precise 
plans would be revealed "in two or three weeks". Matif s . 
wheat contract was launched in 1996. with a volume tar- 
get of L000 lots daily. However less than '1,000 lots a ' 
month have traded recently. Samer Iskandar, Gary S/iead 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Rea 


B*a Bd Day ctigWk chg Marsh Year 


Australia 

04/DQ 

71X10 103 .902 B 

5.15 

+058 

-154 

-056 

-121 


1007 

10X100 131.3802 

5.71 

+057 

-151 

-0.49 

-153 

Austria 

09/99 

7.000 104.1900 

455 

_ 

+057 

-a.14 

+054 


07/07 

5.625 102^300 

526 

-053 

-055 

-0.19 

-0.72 

Belgium 

01/00 

4.000 99J300 

424 

-0.05 

♦058 

_ 

+053 


03/07 

6.250 108B200 

528 

-054 

-OJ59 

-024 

-0.74 

Canada 

09/99 

4.750 99AXX] 

550 

+050 

+059 

+027 

+0.66 


00117 

7550 113.1000 

543 

+055 

-057 

-028 

-124 

Danmark 

12^9 

6400 102.3800 

4.40 

-054 

+059 

-022 

+026 


T1/0T 

7JQ00 1113600 

547 

-052 

-1.00 

-0.40 

-1.17 

Finland 

01/99 

11.000 106JJ560 

353 

+001 

+0.19 

-020 

+0.10 


04AK 

7250 1 13.0320 

528 

-055 

-053 

-029 

-1.11 

Franca 

01/00 

■4.000 99.0700 

4.15 

-053 

+0.71 

-015 

+057 


10/04 

6.750 110J800 

451 

-0.02 

-027 

-022 

-040 


1Q/D7 

5J00 102.3200 

5.19 

-051 

-057 

-0.19 

-0.70 


10/25 

6.000 103^700 

5.73 

-0.01 

-1.06 

-0.18 

-1.19 

Germany 

03MB 

4JXX) 99^900 

456 

-052 

+050 

-0.14 

+0.61 


11/D4 

7500 114.1900 

459 

-053 

-0.42 

-0.18 

-055 


07/07 

6JX» 1053100 

5.19 

-0.02 

-059 

-0.16 

-0.76 


07/27 

8500 1105700 

5.74 

-053 

-053 

-0.18 

-158 

Mnd 

04^9 

8250 101.6300 

453 

-055 

-1.16 

-026 

-152 


OB/Ofl 

8500 117.4000 

541 

-052 

-128 

-025 

-15C 

Italy 

05/00 

8000 102.6900 

4.77 

-053 

-157 

-029 

-1.88 


05JQ2 

6250 104.6700 

554 

-052 

-1.63 

-022 

-152 


07/07 

6.750 109.6000 

6.44 

-054 

-2.13 

-024 

-223 


11/26 

7250 1182B00 

S5Z 

-055 

-2.15 

-023 

-227 

Japan 

03AM 

0.400 1124800 

053 

+054 

-0.18 

+0.18 

-020 


12AJ2 

4500 117.0200 

123 

+051 

-0.73 

+052 

-0.74 


09/05 

3.000 109.7700 

1.84 

- 

-054 

-051 

-053 


09/17 

3.000 107.W00 

2.49 

+0.01 

-050 

+052 

-050 

IBnlliael ■■■lire 
IWUIUI IdBBUS 

11/99 

7500 105.7600 

4.77 

-052 

+0.79 

-0.18 

+0.74 


02/07 

5.750 1042700 

5.15 

-051 

-052 

-0.19 

-058 

New Zcatand 

02/00 

8500 975150 

7.66 

+0.13 

+0.03 

+043 

+059 


11/36 

8500 107.7961 

6.79 

+053 

-043 

-0.10 

-0.60 

Norway 

01/39 

9500 104.7300 

450 

+051 

-021 

-058 

+0.13 


01.07 

6.750 1095000 

5.39 

- 

-055 

-0.17 

-051 

Portugal 

03/99 

6500 1044406 

457 

-0.01 

-128 

-026 

-129 


0207 

6525 1072598 

5.49 

-0.01 

-125 

-028 

-1.45 

Spain 

07/99 

7.400 1 04 2560 

4.48 

_ 

-120 

-022 

-123 


03/07 

7.350 113.6807 

542 

-0.02 

-129 

-021 

-153 

Sweden 

01/99 

11500 1055677 

458 

-054 

+046 

-027 

+028 


08/07 

8500 118.4270 

5.72 

-0.11 

-151 

-047 

-1.19 

Switzerland 

03/00 

5500 106.7000 

151 

-058 

-021 

+056 

-028 


06/07 

4500 1105000 

3.18 

-052 

-056 

-020 

-0.73 

UK 

08/99 

5.000 99.0234 

6.8S 

+051 

-051 

-025 

-058 


11/04 

6.750 1035000 

621 

+051 

-1.18 

-0.40 

-123 


12/07 

7250 1064375 

6.10 

+051 

-141 

-027 

-1.63 


0&Z1 

a 000 12421B6 

6J)5 

-a 01 

-158 

-02S 

-152 

US 

10/99 

5.625 1002200 

543 

+051 

-044 

-042 

-052 


11/04 

7575 1132970 

552 

+054 

-0.66 

-045 

-0.77 


0807 

6.125 104.4690 

5.52 

+0.04 

-050 

-0.43 

-1.02 


oa/T7 

6J75 107.6410 

553 

+054 

-051 

-0.36 

-056 

ECU 

01/00 

4500 99.0400 

450 

-054 

+043 

-0.12 

+037 


04/U7 

5500 1014000 

520 

-051 

-a 79 

-021 

-057 


London ctasmg. ‘Now Yorit mtd-Oay. 

VM& Lots* martet ttmtonl/Annuteed yield t 
few a 1ZJS per cent payable by n o nresidents. 


Source irHaacttve Data/FT 
. YnUs Sioan for Indy m c h ide 


lO YEAR BENCHMARK SPREADS 


Jan 7 

Bid 

Yield 

Spread Spread 
va vs 

Bimfe T-Bonds 


Bkt 

Spread Spread 
w W 

Bunds T-Bonds 

Australia 

S.71 

+0 52 

-0.1 B 

NawZtafand 

679 

+160 

♦127 

Austria 

546 

-037 

-026 

Norway 

SJB 

-020 

-an 

Briftm 

528 

-059 

-024 

Aortufta 

549 

+03Q 

-0 03 

Canada 

5+3 

+024 

-039 

Spain 

642 

♦023 

-a io 

Oanrnafc 

547 

+028 

-055 

Sweden 

5.72 

+053 

.020 

Rrtand 

526 

+007 

-026 

Gudim land 

3.18 

-251 

-234 

Francs 

5.19 

- 

-023 

U* 

G10 

*051 

+058 

Germany 

5.19 

- 

-033 

US 

552 

-a 33 

_ 

Ireland 

541 

.022 

-an 

ECU 

530 

♦an 

-022 

Nary 

544 

-02S 

-0 06 

Sauce: toHracthre Dau/FT 

Infonmuari 

Japan 

Netncriancfa 

154 

5.15 

-155 

-0.04 

-358 

-027 

London doting. 
AnnuBBMd yMd 

' New York ctoang. 

bate- 



EMERGING MARKET BONDS 


Jan 7 
■ EUROPE 


Croatia 

02/02 

7500 

PofcunJ 

07/04 

7.125 

Russia 

06/07 

10/000 

■ LATIN AMERICA 


Argentra 

09/27 

9.750 

Brazil 

05/27 

10.125 

Mexico 

05/26 

11.500 

H ASIA 



China 

07/06 

7.750 

Philippines 

IQ/16 

8 750 

Thailand 

04/07 

7.750 

■ AFFUCA/MtDDLE EAST 

Lebanon 

07/00 

9125 

South Africa 10/06 

8.375 

Tiokey 

09/07 

10.000 

■ BRADY BONDS. 


Argentina 

03/23 

5.500 

Brazil 

04/14 

4.500 

Menco 

12/IB 

8250 

Venezuela 

03/20 

6.750 





Day's 

Mth's 

Sprd 

sap 

Bid 

Bid 

chge 

chge 

VS 

Rating 

price 

yield 

ytd 

V* 

us 

3BB- 

94.9238 

8.48 

-0.12 

-0.44 

+3.05 

BBB- 

1002961 

055 

♦0.10 

-02S 

*1.50 

BB- 

90.1500 

11.75 

♦0.40 

+0.99 

+625 

BB 

93.7500 

10.43 

+0.12 

+0.31 

+4.67 

BB- 

91.5000 

11.11 

+057 

+034 

+5.35 

BB 

118.3800 

9.58 

+0.01 

♦0.01 

+3.B3 

BBB+ 

1035715 

7.10 

-0.05 

+025 

+1.61 

BB+ 

89.0981 

10.05 

+0.05 

+0.50 

+4.43 

A- 

81.66&4 

10.99 

+0.09 

+1.70 

+5.49 

BB- 

102.7558 

7.85 

-0.15 

-038 

+245 

BB+ 

1032088 

7.63 

-022 

-0 30 

+234 

B 

101.4232 

9.75 

+0.03 

-020 

+425 

BB 

73.7500 

8-51 

+053 

-a 12 

+280 

BB- 

76.6300 

1024 

+0.04 

+334 

+4.64 

BB 

84.0000 

7.78 

-0.03 

-0.16 

♦2.T2 

B+ 

Be 2500 

009 

+0.08 

-0.01 

+2.42 


London Glaring Mom M USS. 
Surewa a Poor's raangs. 


Sauce: Meractne DaaTT Mormatam. 


BOND FUTURES AND OPTIONS 
France 

0 NOTIONAL FRENCH BOND FUTURES (MATIF) FFr500.000 


US CORPORATE BONDS 



Open 

Sett price Change 

High 

Low 

EsL voL Open Int 

Mar 

10238 

102.14 +030 

10222 

102.04 

105,001 

121.432 

Jun 

101.34 

101.44 +0.18 

101.34 

101.34 

2 

2.105 

Sep 

101.10 

10120 +0.06 

101.10 

101.10 

2 

- 

■ LONG TERM FRENCH BOND OPTIONS (MATIF) 





Jan G 

H UTILITIES' 


Red S&P 

date Caupn Rating 


Oafs Mth's Sprd 
Bid Bid chge chge v 
price ytetd ytd ytd Govts 


Strike 

Price 

Jan 

- CALLS - 
Feb 

Mar 

Jan 

“ PUTS - 
Fab 

Mar 

97 

454 

4.84 

434 

- 

0.02 

0.18 

98 

334 

3.97 

3.49 

0.01 

035 

039 

99 

2.95 

3.04 

2.71 

0.02 

0.12 

050 

100 

2.00 

2.15 

2.03 

0.00 

032 

031 

101 

1.13 

1.37 

1.48 

ai9 

0.43 

132 

Est wjL total. Cam 29.531 Puts 15420. Previous day's open tot. Cals 60070 Rib 102,467. 


Pac Bell 

07/02 

735 

AA- 

1053452 

5.89 

-038 

-0.42 

+o>ta 

NYTei 

oa /25 

7.00 

A+ 

101.1171 

630 

-0.01 

-0.30 

+i.ib 

CWE 

05/06 

. fl.OO 

BBB 

1113124 

6.48 

-0.02 

-0.40 

+1.00 

’ ■ FWANCIALS . . 

4 ‘ ’ •; 







QECC 

05/07 

a75 

AAA 

119.0448 

a 05 

-0.03 

-043 

+037 

Banc One 

08/02 

735 

A+ 

105.1726 

533 

-0.06 

-0.45 

+032 

US West 

01/07 

7.30 B8B+ 

1053145 

6.4a 

-032 

-048 

+1.00 


Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)' DM250,000 TOOtbS 0* 100% 

Open Sea price Change High Low Est. vd Open int 
Mar 105.44 105.48 +0.13 105J51 105.37 201176 231732 

Jiffi 104.02 104.89 +0.13 104.95 104.90 101 1683 

■ BUND FUTURES OPTIONS (UFFE) DM250.000 points of 100% 


■ INDUSTRIALS 
WMXTech O4/B0 

Wat Mart 05/02 

Dayton Hud 06/21 

. ■ AGENCIES ** i V 
FHLMC 04/07 

SLMA 03/00 

FNMA 02718 

FFCB 00/06 


025 A- 100JJB54 
6.75 AA 10X4380 
8.70 BBB+ 1332527 


7.14 N/A 
7.50 N/A 
8.85 N/A 
8.95 N/A 


.... *v .1 

10&4S35 

103.8766 

132.2234 

120.8585 


6.15 -0.03 -0-34 +1.10 
584 -0.05 -0.44 +0.43 
683 -4L01 -085 +1.11 


5.80 -082 -0.41 +032 

5.57 -085 -086 +019 
6.13 -0.01 -085 +0.41 
5.77 -0.04 -0.44 +029 


• ■ HIGH YIELD., , /„ . . 

Stone Cent 02/01 9.88 B 

AKStl 12/01 9.13 BB- 

Pacafta 06/04 10.75 B~ 


100.7500 0.00 

103.5000 0.00 

99 8000 080 


Strtta 

Wee 

Feb 

Mar 

CALLS - 
Apr 

Jun 

Feb 

Mar 

PUTS 

Apr 

Jin 

10500 

0.75 

1.04 

0.93 

136 

027 

0.56 

1.04 

137 

10550 

0.44 

0.75 

0.71 

1.02 

046 

0.77 

1.32 

1.83 

10800 

024 

0.53 

0.52 

021 

0.76 

1.05 

1.03 

122 

Est. rot. totsL Cels 2SB35 Puts 141ia Previous day's op*m rtt-. Cate 

147872 Puls 15831] 


New 'roril cfc*ng. 

Slanted S Poors tenge. Yields: semFasul tnte 


US INTEREST RATES 


Source: Inaeraeave Bata/FT irtanaucm . 


Inhwl 


■ NOTIONAL GERMAN BUND (BOBU FUTURES 
(DTE) DM250,000 lOOths of 100% 


Mar 


Open Sett price Change 
104.46 104.49 +0.06 


H*)h 

104.60 


Low 

104.43 


EsL vol Open Ini 
110,969 199.656 


Mar 

Jun 


NOTIONAL GERMAN BOBL FUTURES (UFFE)* DM250,000 lOOthsoMCWt 
Open Sell price Change High Low EsL vol open mt 
104.58 104.48 3.385 34.198 


104.46 


104.49 

10484 


+0.08 

+0.06 


Broker ton rate 

FaUimto 

FctUmris at intervention 


UK BONDS 


One Hmnttl _ 
B>s Two imh .. 

7% Three north. 

5% Sh month 

- One year . 


Treasury BBs and Bond YiekJs 

- Tiro yror . 


Tim yew- 
520 B«rear-. 


529 10-year 

589 30-yew 


— 589 
M3 

— 542 
550 
5.75 


FTSE Actuaries Govt. Securities 


INTERNATIONAL BONDS 







Da/a 

Mth's 

Spread 


Red 


SAP BM 

Bd 

■5BT 

chge 

v . 

Jon 7 

date Coupon 

Rating price 

yw 

yw 

Govts 

m BBO DM.; 

,v‘ 




BB 

02/07 

5.750 

AAA 103.7500 

532 

-0.01 

-022 

+0.11 

Spt*i 

01/07 

5.7S0 

AA 1023800 

534 

-0.01 

-0.18 

+023 

Phtop Morris 

03/04 

5375 

A 1003568 

538 

-033 

-022 

+055 

FWandFRN 

09/02 

3320 

. AA 100.7071 

424 

-031 

-028. 

—023. 

i euho.ffr; 

j 

■ *1; 

..li-VSirst.-Jt*.' 

\,"J <■• 




Austria 

01/04 

5300 

AAA 102J900 

435 

-032 

-023 

+0.10 

Abbey Nat 

asm* 

8300 

AA 1043200 

536 

-031 

-034 

+027 

Cred Fonder 

02AM 

9.125 

A 1193800 

534 

-032 

-025. 

+035 

3CtF FFN 

12/01 

3.750 

AA- 993452 

AM 

-033 

-025 

+034 

■ EURC1URA-: 


’3$ 


mm 



BB 

02/07 

7.000 

AAA 1103500 

5.45 

-034 

-020 

+039 

Abbey Nat 

02/02 

6300 

AA 1053500 

5.18 

-0.03 

-025 

+028 

Waft Donoy 

06/00 

8325 

A 1073300 

5.19 

-033 

-022 

♦0150 

BBFRN 

03/01 

5325 

AAA 1002282 

438 

-033 

-038 

-039 


*euRbc ? v 

■v iv; 

'V; ■ Vi 

’ ’;-'V 




ym 


BB 

12/07 

7. 625 

AAA 

1083301 

039 

+031 

-038 

+024 

Dresdner Bk 

12/07 

7.750 

AA- 

1063070 

639 

-031 

-034 

+0-74 

BMBhGaa 

C3/DQ 

7325 

A+ 

1003722 

7.11 

+031 

-038 

+0A8 

ADbey NatFRN 

02«2 

7330 

AA 

1003074 

6_32 

+031 

-039 

-012 

■H sono.fU .. 

• C 

r 

1.- ‘ jf 

! V • +V-+.- 


h .+:.v 


BB 

04A17 

7-250 

AAA 

109.7701 

535 

-031 

-037 

+035 

ABN Amro 

08/07 

7.125 

AA- 

106^4527 

821 

-031 

-034 

+071 

Quebec 

01/07 

7300 

Art 

1054731 

620 

-032 

-038 

+0.70 

Citicorp FRN 

02AM 

5238 

A+ 

993772 

632 

+0.15 

-032 

+037 

:''*.EURO.CS.: . 

V , • ■ 


- r *' 

z*..': 

:* 

w. +> 

l'*'? 

.1 .:•/ + 

:0-’- . 

Bayer L-Bk 

08AM 

9300 

AAA 

119.4148 

535 

-036 

-034 

+028 

Toronto 

05/04 

6300 

AA+ 

11427H1 

5.75 

-035 

-035 

+016 

Belt Canada 

07/99 

10325 

A* 

100.9824 

5.63 

-033 

+029 

+038 

Deutsche B FRN 

08«2 

5375 

AAA 

1013097 

5.43 

+033 

-010 

-037 

. VrEURDl(BN 

; 





v 


*2G- 

Work] Berth 

03/02 

5260 

AAA 

1173500 

137 

-031 

+008 

+0.15 

Spain 

03/02 

5.750 

AA 

11B3753 

1.12 

+032 

+034 

+020 

Cred Fonder 

08432 

4.750 

A 

113.7336 

1.61 

+032 

+033 

+069 

Italy FRN 

OTI93 

D38« 

AA 

1003298 

037 

+033 

♦Oil 

-036 


London ooang. Souoc rtwsctMi OaeuFT Mbnaefion 

Standard & Poor's ratings. Yields: Load motel nferaduxVAmuGfeed bads. 


UK Indices 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(UFFET Lira 300m IQCffio of 100% 

Open Sett price Change High Low EsL vol Open im. 
Mar 11680 116.77 +0.12 117.03 116.67 64361 116851 

Jun 116.44 116.20 +0.12 116.44 11R23 4125 573 

■ ITALIAN GOVT. BOND (BTP) FUTURES OPTIONS (UFFE) UagQCffl IQtthsnf IQOSi 


Pnoe Indices 
UK Gilts 


1 Up to 5 years (19) 

2 5-15 years (21) 

3 Over 15 years (4> 

4 Irredeemables (4) 

5 All stocks (48) 

Index-Meed 


Wed 
Jan 7 

Day's 
chenge % 

Tue 
Jan 6 

Accrued 

Merest 

xd ad), 
ytd 


— Low coupon ytetd — 
Jan 7 Jan 6 Yr. ago 

- Medium coupon yield ■ 
Jan 7 Jan 6 Yr. ago 

— High coupon yield - 
Jan 7 Jan 8 Yr. ag 

12031 

0.00 

12030 

221 

0.39 

5 yrs 

626 

626 

737 

635 

6.34 

7A3 

6.38 

6.38 

7M 

18033 

0.02 

16133 

136 

044 

15 yis 

6.08 

6.00 

787 

6.09 

6.10 

7.85 

620 

621 

7.83 

198.71 

0.17 

19627 

2.14 

0.00 

20 yro 

6.08 

639 

733 

6.08 

6.09 

739 

620 

621 

7.85 

243+42 

028 

242.74 

2.47 

0.00 

bred.t 

8.19 

621 

7.84 







153.35 

0.05 

1XL46 

2.11 

038 












Strike 

Pnoa 

11650 

11700 

11750 


CALLS 


— Inflation 5% — 
Jan 7 Jan 6 Yr. ago 


Jun 

Mar 

- PUTS 

Jun 

“ 6 

Up to 5 years (2) 

21328 

-0.04 

21336 

1.68 

030 

7 

Over 5 years (10) 

218.47 

-020 

21B.92 

2.01 

0.00 

1^4 

0.67 

1.54 

8 

AO docks (12) 

21685 

-0.19 

21725 

137 

0.00 


— ■ Inflation 10% — 
Jan 7 Jan 6 Yr. ago 


Mar 

0.94 

0.68 1.03 081 1.83 

0A7 084 180 2.14 

Eat. voL total Cots 5273 Puts 1954 Previous day's ocen «.. Cols 42951 Puts 47568 


Up to 5 yrs 
Over 5 yro 


383 

381 


3.01 

2.B9 


387 

3.62 


2.32 

2.82 


289 

280 


281 

3.43 


Average gross redemption yields are shown above. Coupon Bends: Low: DK-7%96; Madunc 8%-lOUW; Mgtr IV* arte over, r FW yiefcL ytd Yew » date. 


Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEFFj 


FT Fixed Interest Indices 

Jwi 7 Jan 6 Jan 5 Jen 2 Dee 31 Yr ago Higir Low* 


Jai 7 Jan 6 Jan 5 Jan 2 Dec 31 Yrago Ugh*. Uaf 


Open Sett price Change 
106.97 106.81 +0.02 


High 

107.02 


Urn Eta. vol. Open int. 
106.68 82.180 97.543 


Mar 

UK 

■ NOTIONAL UK GILT FUTURES HJFFE)* E50.000 32nda of 100% 

Open Sett price Change High Low Est wot Open rtL 
Mar 123-08 123-00 - 123-14 12 2-26 60564 182454 

Jun 107-20 107-05 +083 107-20 707-05 971 1038 

■ LONG GILT FUTURES OPTIONS (UFFE) C5080D 641hs ol 100% 


Govt See*. (UK) 103.07 10380 102.68 101.52 101.53 93.51 103.0? 8381 Fixed Interest 137.51 13785 136.74 13585 13581 115 53 13781 115.32 
C FT5E hwmationol Ltd 1998. Al fights reserved. * tor 1997/98. Governm en t Securities Wgh since com m o n, 127 AO <03/01/351. low 49.1B 03/01 /75L ftwd inbnw Mnh dm, 
Comtek*. 137. Si <07/01/98). tow SOM (03/01/75). Bern 100: Government SecwWcD 1S/10/2B end FUed Worwa 1*28 NBh ®’ 08 


UK GILTS PRICES 


Non 


-7M- .52« 

tot Had Pitot* or- tfgh 


Low 


Mbs 


H flat RiceE +oi- 


.. J2 week _ 

wgh UW 


Holn 


_1W_ _ State- 

Ill O Price £ +x- Wgh. lot 


Strike 


CALLS 


PUTS 


Price 

Feb 

Mar 

Apr 

Jun 

Feb 

Mar 

Apr 

Jun 

123 

0—17 

1-14 

0 

0 

0-47 

1-14 

15-54 

15-54 

124 

0-22 

0-52 

0 

0 

1-22 

1-52 

16-54 

16-54 

12S 

0-10 

0-33 

0 

0 

2-10 

2-33 

17-54 

17-54 


EsL VOL WtoL Cess 30604 Puts 4318. Prewous day's open mt. Cate SW1 Puo 19496 

Ecu 

■ ECU BOND FUTURES (MATIF) ECU100800 


State 11 (Um v to Rm Tran) 
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The- US' dollar traded 
nervously ywterday. as cur- 
rency traders weired the 
possibilities of concerted 
’. intervention to boost the 
Japanese yen. - 

The market was watching 
the meeting between Eisuke 
Sakakibara - nicknamed 
“Mir Yen” tor ills influence 
on currency markets - and 
Lawrence Summers, the US 
deputy Treasury secretary, 
and Alan. Greenspan, the 
Federal Reserve chair man 

The market's nervousness 
caused the dollar to fell off 
its. highest levels for over 
five years, with .'many insti- 
tutions said to be very long 
of dollars. 

The" dollar reached a new 
high of Y134.40 during trad- 
ing in Asia, a level not seen 
since April 1992, but fell 
back to end the trading in 
London. Y1S2.07. It traded as 
low as Y13L35" in Europe. 


The slight relief for the 
yen should have helped 
other currencies in the 
region. But fresh fears over 
the willingness of Indonesia 
to apply the rescue package 
offered by the International 
Monetary Fund triggered 
another round of falls. 

The Indonesian rupiah, 
with the Malaysian ringgit 
and the Philippine peso all 
touched record lows against 
the US dollar. The Taiwan 
dollar also traded at a 10- 
year low of TS34.394. and the 
Singapore dollar weakened 
to S$1.7930 by one stage dur- 
ing trading in Asia. 

Malaysia's central bank, 
the Bank of Negara, inter- 
vened to defend the ringgit, 
and the Monetary Authority 
of Singapore said it would 
act “decisively" against any 


speculative attack on the 
Singapore dollar. Thailand 
also said it would announce 
measures tomorrow to curb 
currency speculation. 

In London, sterling fell 
against the D-Mark and the 
dollar, despite a Charted 
Institute of Purchasing and 
Supply survey showing new 
business accelerated faster 
during December. 

The Irish punt shed a fur- 
ther 2.5 pfennig against the 
D-Mark, closing at DM2.496, 
as revaluation expectations 
retreated further. 
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■ In between watching for 
Japanese interventions and 
Indonesian, many market 
participants were voicing 
concerns that a devaluation 
by the Chinese government 
could set off another round 
of Asian instability. 

But Yonghao Pu, senior 
economist at the Bank of 
China International in Lon- 
don. said he did not expect 
China to devalue the yuan. 
“In my view, there is no eco- 


nomic urgency for a devalua- 
tion. The external sector 
only contributes a small part 
to the economy - and Chi- 
na's labour costs are still 
competitive even after south- 
east Asia's devaluations.” he 
said. 


Of the US dollar. 

Andrew Bevan. senior 
international bond econo- 
mist at Goldman Sachs in 
London, said the underlying 
fundamentals were behind 
the buying of US Treasuries, 
helping demand for dollars. 

“There has been demand 
for dollar-denominated 
assets, driven by the belief 
that US interest rates are too 
high - so it is attracting 
money in, in anticipation 
that the next move is a 
potential easing [of interest 
rates],” Mr Bevan said. 

Joseph Stiglitz, the World 
Bank chief economist, said 
that interest rates in the US 
will be lower than previ- 
ously anticipated, partly 
t hanks to the narrowing fed- 


■ OTHER CURRENCIES 


■ The fundamental strength 
of the US economy is one of 
the main driving farces 
behind the current strength 
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MONEY RATES 

‘Jammy 7 Over 


era! budget deficit 

“The lower US deficit, dow 
expected to be zero in 1999. 
will itself lead to low inter- 
est rates," he said. "Interest 
rates will be lower than pre- 
viously anticipated.” 

Mr Stiglitz said the anxi- 
ety in the financial markets 
in the wake of the Asian tur- 
moil was pushing US rates 
lower in the near-term, due 
to high demand for Trea- 
suries. “That is driving the 
price of U.S. bonds and low- 
ering interest rates," he said. 
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■ The Reserve Bank of 
South Africa said yesterday 
it had bought rand for dol- 
lars to smooth the curren- 
cy's descent against the dol- 
lar. but said it was not 
defending any particular 
level. 

“Having bought dollars in 
December, 1 can say that we 
were in the market yester- 
day and today [buying 
rand l,” said Bertus van Zyl. 
of the bank's international 
division. 
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98-30 

+0JM 

9826 

98.19 

6010 

33439 

Sep 

98.09 

88.08 

*0.05 

98.1 S 

96.08 

3244 

16140 

Dec 

97.94 

97.92 

*0.05 

97.95 

9720 

1269 

7994 


! MONTH EUROYEN FUTURES (UFFE) YlOOm points of 100% 



Open 

Sett price Change 

High 

Low 

EsL vol 

Open htt. 

Mar 


99.09 

*0.06 



0 

na 

Jun 

9922 

9922 

+0.10 

9922 

9922 

100 

na 

Sep 


9922 

*0.08 



0 

na 


■ THREE MONTH ECU FUTURES (UFFE) Eculm points of 100% 



Open 

Sett price Change 

High 

LEW 

EsL vol 

Open mi. 

Mar 

95.60 

95.58 

*1X01 

95.60 

95.50 

680 

9348 

Jun 

95.60 

95.58 

+0.02 

95.60 

95.59 1 

337 

6338 

Sep 

95.85 

95.60 

*0.02 

95.85 

95.60 

179 

8357 

Dec 


85.70 

+0.02 



0 

4090 


- UFFE tutues atoo traded On AFT 

■ EUROURA OPTIONS (UFFE) LI 000m points of 100% 


QtnlrA 


— All IP - 



Dtffa * 


OU1K8 

Price 

Mar 

UV l.r» — 

Jui 

Sep 

Mar 

r\J la 

Jun 

Sep 

9450 

020 

0.85 

1.15 

0.09 

0.03 

0.03 

9475 

0.08 

0.63 

0.92 

022 

0.06 

0.06 

9500 

0D3 

0A2 

0.70 

0.42 

0.10 

0.08 


Eel wA tcrai. CtRa TOO Puts 402. Previous pay's open Int, Cafls 159067 Puts 57EC2 


UUfD-WALDOCK in conjunction with 

Omega Research TtadeStation® and 
Futures Symposium International present 


E 


liTTTi 

m 


Futures Trading 

Seminar 25-26 January 


Renowned short-term traders and authors 
Jake Bernstein and Larry Wiliams 
appearing live in London for the first time 
trading real markets with real money, real 
orders and state-of-the-art software. Learn 
some of the trading tools they've used for 
successful short-term trading. 


Call uow for registration details: 

Zoo Cole or Danielle Evans at Lind-WaJdock 

phone 0171-247-1701, phone toll free 
0800-262-472, or fax 0171-256-2445 


UND-WALDOCK & COMPANY 

OURRAJTT Bouse • 8-13 CHI5WELL ST. • LONDON EC IT 4 UP 


for information in the UK call: Germany: 013O-81BJ0O 

0800-262-472 “"7 0 £„ 

unrajlnd-waldock-com Switzerland: 08 00 53 £U 38 


Futures trading involves the risk of loss, even greater than 
the original investment. May not be suitable for all. 


Tha ad iuucd and approved by Und-WsUodc & Company Ragulaied by SfA. 


CREDIT LOCAL DE FRANCE 
FRF 550 000 000 

CAC 40 INDEX-LINKED ZERO COUPON BONDS DUE 2000 
1SIN CODE : XS0035766988 


Notice is hereby given to the Bondholden: that, pursuam io the 
Terms and Conaluonr; of the Bonds. Condition 4. “Redemption and 


Terms and Conditions of the Bonds. Condition 4. “Redemption and 
Purchase" fC) “Redemption A mo uni". “M6" (.term of the formula 
for calculation of the Redemption Amount payable per bond on 
February 4, 2000 and of the Early Redemption Amount, os the case 
may be) is equal to 0.33227937 in accorannce with the following 
formula : 

M6 = CAC 6 - CAC 5 
CAC 5 


provided that in no event shall M6 be less than zero nor 
greaier than 035. where "CAC 5” = 2 273.96 and “CAC 6" on 
January 2, 1998 = 3 029.45 


THE PRINCIPAL PAYING AGENT 
SOC1ETE GBNERALE BANK & TRU5T SJL - LUXEMBOURG 
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COMMODITIES AND AGRICULTURE 


Negative sentiment has depressed prices and also petroleum company shares 

Bears get a grip on oil 


By Robert Coraane 


Bearish sentiment continued 
to hit oil prices and the 
shares of petroleum-oriented 
companies yesterday. 

In early trading on Lon- 
don’s International Petro- 
leum Exchange the price of 
Brent Blend for February 
delivery, the international 
bellwether, fell to a 30-month 
low of $15.49 a barrel, 
although it recovered in late 
trading to around $15.87. 

Over the past few days 
negative sentiment about oil 
prices has buffeted petro- 
leum shares, although they 
have had a generally rough 
ride since late autumn when 
the mood began to turn. In 
the past three months the 
UK integrated oil sector has 
underperformed the FTSE 
All Share Index by 8 per 
cent, and the exploration 
and production sector by 
almost 14 per cent 

Analysts say a number of 
factors have combined to 
depress oil prices - and the 
Imminent resumption of 
Iraqi exports under the UN- 
sponsored oil-for-food pro- 


gramme has been the latest 
In December Iraq suspended 
exports until a new aid dis- 
tribution plan was agreed 
with the UN. Approval of the 
plan this week means the 
first tankers to load Iraqi 
crude should arrive in Tur- 
key by the weekend. 

But the seeds of the recent 
price fall were sown last 
aut umn, when Saudi Arabia, 
the world's biggest oil 
exporter, said it wanted an 
increased quota from the 
Organisation of Petroleum 
Exporting Countries. At the 
Opec meeting in Jakarta in 
November Riyadh overcame 
surprisingly light opposition 
from traditional price 
hawks, such as Iran, to push 
through a 10 per cent rise in 
0 pec's production ceiling to 
27.5m barrels a day. 

Over the past six weeks 
world oil markets - and 
financial speculators - have 
grown steadily more nega- 
tive about Opec’s move, 
especially as the scale of the 
economic turmoil in Asia 
became clearer, and Its 
implications for energy 
demand more evident. The 


significance of Asia is high- 
lighted by the fact that 
between 1990 and 1997 it 
accounted for 70 per cent of 
global oil demand growth. 

Supporters of Opec's pro- 
duction rise concede that 
demand this year will be 
weaker, but they contend 
that restructuring economies 
require almost as much 
energy as growing ones. 

Not everyone agrees, how- 
ever. “In the Mexican peso 
crisis GDP fell 5 per cent and 
energy demand also fell by 5 
per cent.” says Philip Verie- 
ger, a US commentator on 
oil markets. 

Some analysts say a sharp 
reversal in the positions of 
hedge funds and other non- 
oil industry traders has 
pushed prices too low. In a 
note published this week 
NatWest Markets concluded 
that the consensus among 
speculators was that prices 
would fall Anther. “Experi- 
ence tells us that such con- 
sensus in the Oil mar ket is 
usually wrong," it added. 

Other analysts warn that 
the markets are in danger of 
becoming too short-sighted. 


“It's crazy that we’re only 
seven days into a new year 
and some brokers are down- 
grading their oil price fore- 
casts," said one London ana- 
lyst “In 1996 Brent fen to $16 
in January but still averaged 
$21 for the year." 

But even if the extreme 
short position of the specula- 
tors signals a short-term 
price rise, as some analysts 
believe, the fundamentals 
point to a "bloody disaster 
for prices and a gift to con- 
sumers", according to Gary 
Ross at Pira, a New York- 
based consultancy. 

He calculates that even if 
Saudi Arabia cuts 200,000 to 
300,000 from its 8.7m b/d 
quota, global supply threat- 
ens to exceed demand by as 
much as half a million bar- 
rels. “There are already a 
large number of unsold mid- 
east cargoes for February." 
he warned. “And with Asian 
refiners destocking they can 
only come west” 

There is little that oil com- 
panies can do to ease mat- 
ters. A surge In company 
hedging could also hit 
prices, says Mr Verleger. 
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USDA warns 

on impact of 
Asian turmoil 
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‘Half-hearted’ rally in gold on short covering 

By Kenneth Gooding Echo Bay decides to mothball Lupin mine because of fall in prices 

anrt Ram MmH V * 


By Kenneth Gooding 
and Gary Mead 


Gold’s price was “fixed” in 
London yesterday afternoon 
at a fresh lSVv-year low of 
$281.60 a troy ounce but 
found some support in late 
trading and dosed in Lon- 
don at $282.45 an ounce, 
ahead of Tuesday’s London 
close of $282.25. “Although 
support at $280 continues to 
hold, this level remains vul- 
nerable," said Kama] Naqvi. 
Macquarie Equities' analyst. 

On the London Metal 
Exchange there was what 
traders described as a "half- 
hearted” rally as some spec- 
ulators who had driven 
down prices this week by 


The world-famous Lupin mine, 
located 56 miles south of the Arctic 
Circle in Canada’s Northwest Terri- 
tories, has fallen victim to low gold 
prices, writes Kenneth Gooding. 
Echo Bay Mines, the owner, said the 
mine would be mothballed and 500 


employees laid off among measures 
to save the company an annnai cash 
outlay of $30m to $35 m. 

Everything needed to construct 
the Lupin min e had to be flown 250 
miles from Yellowknife and one of 
the aircraft involved, a Hercules 


C-130, holds the world record for 
hauling 24,000 tons of cargo in a 
12-month period. Construction, com- 
pleted in 1982, was carried out In 
temperatures down to minus 40 
degrees C with an accompanying 
Arctic wind. Over-ground the mine 


can be reached only by a 372 mile 
winter road, cleared for 10 weeks a 
year. 

Lnpin produced 121,278 troy 
ounces of gold in the first nine 
months of 1997 at a cash operating 
cost of S294 an ounce. 


selling short (selling metal 
they did not own on the 
expectation the price would 
fall) covered their positions. 

A Reuters poll of 20 ana- 
lysts showed they expected 
the Asian economic crisis to 
deal a painful blow to metals 
demand this year. The ana - 
lysts are forecasting that the 
prices of all LME traded met- 


als, except aluminium, will 
be lower on average this 
year than in 1997. 

The mean average of the 
forecasts for aluminium was 
$L712Ji0 a tonne, up by 7.2 
per cent from the 1997 aver- 
age. In contrast, the meaq 
average for copper was down 
by 1&3 per cent from last 
year at $1,858 a tonne. 


Lead's mean average price 
was forecast to fell by 6.5 per 
cent to $584 a tonne, nickel's 
by 3.9 per cent to $6,645. 
zinc's by 1.6 per cent to 
$1,291.50 and tin's by LI par 
cent to $5,583. 

On the London Interna- 
tional Financial Futures 
Exchange cocoa attracted 
little attention but neverthe- 


less managed to struggle 
marginally higher by the 
close, the March contract up 
£15 to £1,064 a tonne. In what 
specialists described as an 
apathetic day's trading, 
there was an absence of fun- 
damental news and little 
fund activity. On New 
York’s Coffee, Sugar and 
Cocoa Exchange, the March 


contract gained $18 to $1,605 
a tonne initially. 

Trading in coffee futures 
was equally depressed. On 
Liffe, the March contract 
eased to $1,671 a tonne but 
recovered to end the session 
at $1,710. up $12 on the previ- 
ous day. CSCE March 
futures fell 0.40 cents to 161 
cents a pound in early trade. I 


Economic turmoil in. Asia 
could have a far more signif- 
icant impact on agricultural 
markets this year than . the 
El Nifio weather pattern, a 
senior economist at the US 
Department of Agriculture 
has warned. 

Joseph Glauber, deputy 
chief economist at USDA, 
told a Chicago Board of 
Trade economic outlook con- 
ference, that - in terms of 
the uncertainties feeing the 
form sector worldwide - “of 
far greater interest to the 
markets should be what’s 
going on in Asia" than the 
much-vaunted global 
weather phenomenon, which 
was first detected last March 
but has had a more muted 
impact than initially feared. 

Mr Glauber pointed out 
that, from the US farm sec- 
tor's standpoint. Asia repre- 
sents “very large markets", 
with the ASEAN countries, 
South Korea, Taiwan and 
China /Hong Kong, each tak- 
ing at least $3bn worth of 
annual exports, and Japan 
accounting for a signifi- 
cantly larger figure. 

He noted that, for certain 
commodities, there had 
already been some signs of 
slowing export demand, but 
6aid USDA was still working 
on a new estimate of aggre- 
gate effect on exports. 

Last month, it estimated 
that south-east Asian tur- 
moil could cut US agricul- 
tural exports by around 
$500m_ 

“There is still a great deal 
of uncertainty. In trying to 
assess what effect the crisis 
may have on these markets, 
it has been a moving target." 
he said. 

Nevertheless, he suggested 
that the impact of Asia's 
woes would be felt most 
strongly in two areas. First, 
the “income effect", result- 
ing from the projected 


decline in economic growth 
rates in the Asian ngkar and 
•rising import pricey.' would 
-probably, bit ^hardest at 
higher-value commodities. 

“For bulk commodities^ at 
least in' the short rim, there 
may be very, little effect! But 
' for income-sensitive com- 
modities - Pm thinking here 
of fruits and vegetables, pro- 
cessed foods, meat snA poul- 
try - if could make a differ- 
ence," said Mr dauber. 

In additioiC the' very large 
devaluations that . .some 
Asian currencies have- suf- 
fered against the US dollar 
could prompt same substitu- 
tion of US farm produce by 
output from competing coun- 
tries, whose currencies have 
not appreciated quite' sd. sig- 
nificantly - such as Austra- 
lia. “For a commodity like 
cotton, that could make a 
difference." he said. 7 

Mr Glauber Doted .that 
increased credit guarantee 
packages would go some 
way to addressing immedi- 
ate liquidity problems faced 
by Asian-based importers. 
The US has already doubled 
the credit guarantees avail- 
able to five south-east- Asian 
countries to just over $ibn. 
and provided another $lbn 
to South Korea. 

“In the short run, that 
could make a big difference 
- there’s been a lot of inter- 
est. for example, on. the' pari 
of feed mills to get access to 
credits. Similarly for cotton. 
Declines in demand may be 
offset by increased market 
share because of the avail- 
ability of credit." 

But he continued: “Those 
commodities which are pro- 
duced in the short run have 
to find a home, so this may 
still very well mean lower 
prices in export markets." 

In spite of the Asian 
uncertainties, Mr Glauber - 
said USDA believed the out- 
look for the US farm sector 
was “quite favourable": r 
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COMMODITIES PRICES 


BASE METALS 


Precious Metals continued GRAINS AND OIL SEEDS SOFTS 


LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal TratSrq) 

■ ALUMMUM, 98.7 FUHTTY (S per tonne) 


BOLD COM EX (1Q0 Troy oz.; S/boy oa.) 


WHEAT UFFE (100 tonnes; £ per lonne) 


COCOA LIFFE (10 tonnes; EAorme) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40.0008)5: cents/lbs) 


JOTTER PAD 


Brit Day's 

price dongs Ugh tow YU 


Sell Da fa 

price charge Mgh Lear VU 


Sett Day's Open 

price change Mlgb Lew Vot M 


Sett Day's 

Price change Nigh loo 


ESS3EY 

9E53C5S- 


■** - i-Uf' 


Cash 

Close 1472-73 1 

Previous 1471 .5-25 1- 

Hl^l/low 15 

AM Official 1456-57 1. 

Kem dose 1 

Open Int 265.243 

Total dally turnover 704.884 

■ ALUMMUM ALLOY ($ per tome) 


3 mths 
1496-93 
1499-9.5 
1510/1465 
1485-86 
1503-04 


Jn 

284.0 

+24 

_ 

_ 

10339 2 

Jn 

8015 

-050 

8050 

Mjjj 

26 

90 

Mar 

1054 

+15 

1064 

1054 1X106 65X507 

Feb 

64X125 +0100 64.650 83.90013.479 

43.477 

Feta 

284.7 

+2.4 

284.8 

281X5 33,455 98390 

Mir 

82.50 

-0.50 

83.00 

8050 

84 

3X181 

May 

1087 

+15 

1068 

1077 

517 20327 

Apr 

67.125-0125 67X500 60875 7.128 

30.024 

4W 

2864 

+0.8 

2805 

283.6 

870 15.097 

May 

8450 

-050 

85.00 

8450 

103 

3.791 

Jal 

1108 

+16 

1107 

1098 

238 12J08 

Jn 

67 100 -0275 67.700 67.050 3.180 

10429 

Jon 

288.4 

+07 

2885 

2853 

1A1 12,412 

Jal 

8050 

-050 

8055 

88.55 

10 

478 

Sep 

1128 

+15 

1128 

1118 

673 22.734 

Am 

60200 -0.050 60800 68.000 894 

7.018 


290.4 

+07 

288.4 

2804 

658 0017 

Sep 

8050 

- 

- 

- 

- 

38 

Dm 

1153 

+15 

1155 

1145 

439 24X166 

Od 

70525-0100 70825 70350 656 

2,485 

Oct 

292.4 

+07 

291.4 

291.0 

428 3.143 

Trial 





257 

8)516 

Mar 

1177 

+15 

1177 

1169 

661 17X133 

Dec 

71 550 -0250 71.900 71500 36 

402 

Trial 





30184189^09 

■ WHEAT CBT SXMQbu min; cenWBOto bushel) 

Trial 





3J6Z 181,122 

Trial 

20373 101,843 


" -t' t'CT* 


* •• . 1*^ 


Close 

1340-45 

1360-63 

Previous 

1340-50 

1360-65 

HlgtVknv 


1370/1351 

AM Official 

1333-35 

1351-55 

Kert) close 


1360-3 

Open Mil 

0275 


Total daUy turnover 

1.024 


■ LEAD (S per tonne) 


Close 

558-59 

562-63 

Previous 

55B-B 

562-3 

HlgMow 


565/552 

AM Official 

548-3 

554-5 

Kerb dose 


561-2 

Open Int 

31,585 


Total dafty nxnover 

8.889 


■ WCtCEL (S per tonne) 


Close 

5700-10 

5800-05 

Previous 

5740-50 

5835-45 

High/low 


5810/5720 

AM Official 

5675-80 

5770-75 

Kerb dose 


5790-800 

Open int 

50348 


Total (My turnover 

20329 


■ UN (S per lonne) 


Close 

5310-20 

5310-20 

Previous 

5400-10 

5375-80 

HigtVIow 


5370/5275 

AM Official 

5335-40 

6330-40 

Kerb close 


5285-05 

Open tot 

14.535 


Total Qaiy turnover 

3.450 


■ ZINC, special high grade (S per tonne) 

Close 

1067-68 

1091-92 

Previous 

1058.5-605 

1082-4 

HlgMow 


1096/1078 

AM Official 

1060-61 

1080-81 

Kerb dose 


1088-89 

Open tot 

76.554 


Total daily tomover 

23.945 


M COPPER, grade A (S per tonne) 

Close 

16505-57.5 

1687-88 

Previous 

1662-3 

16S2-3 

High/low 


1703/1681 

AM Official 

1655.5-56 

1685-86 

Kerb dose 


1685.5-86 

Open tot 

149.2 IB 


Total dafly turnover 

60859 



■ PLATINUM NYMEX (50 Troy oe.; S/troy CC.) 

Jn 3635 +6.9 363.0 3515 132 319 

Apr 361 JO +69 362.7 353.0 2,469 10538 

Jri 359.0 +09 360.5 3550 58 325 

Od 359.0 +6.9 - - - 15 

Total ZS99 11588 

■ PALLADIUM NYMEX (1D0 Troy co-j S/lroy oz.) 

MV 205.30 +5.30 206. DO Z02J0 288 3,171 

JW 202JJ5 +405 200.00 200.00 241 418 

Sd> 199.06 +4JJ5 4 

Total 2R 3333 

M SILVER COMBt ft.000 Troy cej Centsrtwy oz) 

Jm 5973 -42 590.0 593.0 18 4S 

Mar SOLS -4 7 608.0 506.0 26676 66.402 

May 6020 -5.0 60&5 5900 540 7.455 

Jri 601.8 -52 605.0 596.0 551 7.628 

Sep 601.1 -5.4 615.0 606X1 49 1.575 

Dec 5998 -5.7 603.0 395 X) 1J34 8,749 

Total 2058B 97,490 


Mv 329.00 +4 JO 329.50 32250 11,231 58.755 

Hay 336 25 +4.00 33850 330.00 1543 13,614 

Jut 342.75 +325 343.00 337.00 2X114 20.609 

Sep 348.00 +150 348.50 344.00 55 1,115 

DM 35825 +025 359.00 366.00 180 2266 

JU 380.00 - 30 92 

Total 15JQ3 87,105 


COCOA CSCE HQ tomes: S/tomea) 


■ LEAN HOPS CME (40XXXU>s: cents/lbs) 


■ MAIZE CST (5,000 bu min; ceno/56b bushel) 


Mar 

1614 

_ 

1616 

158110200 35X326 

Feb 

57050+0250 57.700 57.000 4590 

22X235 



Tt# 

May 

1646 

+25 

1648 

1617 3.603 22.092 

Apr 

56.325-0.475 50700 50150 0591 

9557 



— 1 

Jri 

1572 

+25 

1674 

1850 493 0597 

Jn 

63.350-0375 83.600 63 000 1251 

7X153 

• 


1 ■ «•- faiame 

Sap 

1700 

+25 

1096 

1676 561 5581 

Jul 

62.625 -0.1 75 62*50 62.425 189 

1X933 

V 


. ’ ' \ V 

Doc 

1729 

+25 

1727 

1725 1.083 9211 

Aug 

60 900-0325 61.100 60.700 115 

516 




Mar 

1754 

+7 

1750 

1728 237 8.630 

Od 

57.825 -0100 58.000 57.825 83 

735 


t- 

■ ■ . .. ■ . • + 

Trial 




10600 90663 

Total 


42X537 


'.V 

> 


26350 +125 26425 260.75 27,698166228 
Z7TUK +1.00 270.25 267.75 5,473 53,094 
27450 +025 275.00 27175 4,714 60.753 

273.75 -025 274.00 27225 780 8XI1I 

276.75 -1XM 277.00 275.25 4554 33,877 

282.75 -1.00 283X10 281.50 339 305.8 

43566 325296 


■ COCOA (1CGO) (SORVtome) 

Jan 6 Price Pm. day 

Dally 1253.14 1261.94 

■ COFFEE UFFE (5 tonnes; 3/tonne) 


PORK BELLIES CME (40,0009m; cents/tos) 


BARLEY UFFE (100 tames; £ per tome) 

i jh 


ENERGY • 

■ CRUDE OIL NYMEX <1,000 bonds. S/bmwH) 

Latest Day’s Open 

price change tsgh Low m tot 

Fab 17X12 +0.11 17X12 16.62 56224 »09fc 

Mar 17.19 +XL06 1720 1655 27,426 52.827 

Apr 1757 +0.03 1757 17.08 10,735 30534 

May 1757 +0.03 17 57 1728 4566 23.725 

Jus 17.75 +O.D2 17.75 17.50 4536 36.729 

Jul 17.69 +0.02 1790 17.70 - 21.535 

Total 114583414,134 

H CRUDE OIL IPE (S/barrefl 

Latest Day's Open 

price change Mgh Law Vot ha 

FSb 15.74 +0X17 1551 15.40 16,150 62596 

Mar 15.90 +0 07 15.92 15.65 14200 54,979 

Apr 16.07 -0.02 16.11 15 85 6,175 20.081 

May 1623 - 1626 1660 2230 13.422 

Job 1653 -0 06 1659 16.15 2006 19.692 

Jot 16.47 -0.05 1646 1628 1.181 8,000 

Total a ft n/a 

■ HEATING 00. NTUEX (42.000 US gafe; cjUS gaSs.| 


Jaa 7420 -0.25 74.50 74 50 19 60 

Mar 77X5 -0.25 77.35 7725 21 1,45? 
Mq 76X5 -0.25 20 

Sep 77.75 +025 6 

Total 85 1,688 

M SOYABEANS CflT (S.OOOta fflto; ceotaGUto Uriel) 


Jn 

1750 

+19 

1755 

1710 

421 

4J15 

Mar 

1710 

+12 

1715 

1671 2.128 25.763 

May 

1698 

+23 

1704 

1655 

769 

0209 

Jri 

1691 

+28 

1699 

1647 

289 

1.703 

Sop 

1668 

+25 

1690 

1650 

172 

664 

MOV 

Trial 

1698 

+35 

1652 

165? 

10 38 

3.767 40592 


frit 49525 -0.475 50000 46500 909 5 £86 

Mar 48X575 -0.975 49.700 46100 234 1.663 

May 49600-1225 50.400 49200 107 1.170 

Jot 49.750 -0 550 49900 40000 17 722 

Aug 46 325 -0.700 47200 46XJ00 13 133 

Total 12>8 9,407 


LONDON TRADED OPTIONS 

Strike price S tonne — CaBa — — Puts — 


CROSSWORD 

No.9.575 Set by DARCY 


'■ • I . ", 


COFFEE ‘C’ CSCE (37.500tos; centc/lba) 


H ALUMINIUM 

(99.7%) LME 


Feb May Feb May 


Jan 669.75 +820 671 XW 661.00 7.364 8XJ87 

Mar 677X10 + 725 678.00 66850 30.753 56.042 

May 881 75 +500 68250 674.00 4257 26269 

Jal 685.75 + 5.00 667.00 679X71 3.340 25.974 

Aug 68400 +4.75 68100 679.75 170 4.199 

Sep 672.00 +400 10 6,42 

Total 48JE3 133J992 


162.10 - 16425 159.00 8.669 17X178 

15860 +ZI0 160X50 154.50 1.386 5.918 
15350 +225 15350 14950 309 2.794 

148XS +860 144.50 14450 237 1J58 

143.75 +260 14300 140.00 80 1202 

14075 +2£Q 137 00 137.00 12 293 

10773 28673 


COFFEE (ICO) (US cents/pound) 


M SOYABEAN OIL CBT (60.000 lbs; cetosJIb) 


Jan 24.50 +024 2452 2420 8567 4.171 

Mar 24.75 +022 24.79 24.50 32.495 58201 
May 2S 08 +0 19 25.11 24.83 4502 10.850 

Jut 2S.27 +0.14 25.30 25 05 1.382 12.092 

Aug 25.18 +0.13 25X15 2S.0S 262 3,797 

Sap 25 05 +0XM 35.10 25.10 151 1.466 

Total 48X174 101 MS 

m SOYABEAN MEAL CST (100 tons: SAon) 


Jan 6 Pier. Ay 

Coup, (taiy 125.61 129.65 

15 oay average 129 46 129JB2 

■ WHITE SUGAR UFFE (50 tonnes S/lonne) 


1450 

. 56 

94 

13 

34 

1500 - - 

. 27 

66 

34 

55 

1550 

. 11 

44 

67 

82 

H COPPER 
(Grade A) LME 

Feb 

May 

Feb 

May 

1650 

. 52 

98 

31 

50 

1700 _..... 

. 28 

71 

56 

73 

1750 

. 14 

51 

92 

102 

■ COFFEE UFFE 

Jar* 

Mar 

Jan 

Mar 


M LME AM Official C/S rate: 1«229 

LME Ctodna E/S mt« 1,6845 

Spot 15299 3 rate 1 6108 S ifflc 181 13 9 16643 


Latest Day's 
price cloned Mgh 
47.75 -0 01 47 JO 
4815 -0XQ 4815 
4835 -8 03 4840 
48.70 +0.17 4870 
4875 +0.12 4a«0 
49.30 +022 4940 


Open 

Lm Vol tat 

46.75 14370 61.459 
47.25 6.534 24X165 
47.60 2 249 14,569 

47.75 1222 9X»T4 
47.75 1.523 13.455 
4a50 1X854 6297 

32,132154^0 


M GAS OIL K (Stone) 


Jaa 198J -0.1 199.0 197.7 4.8SS 12.185 

Mar ms +0.6 1979 195.5 1U7D 44945 

Hay .1983 +0.9 1983 I 96 0 3262 25257 

JM 200.0 +1X1 200.7 1985 1.601 16,993 

Aug 202.0 +02 201.5 1985 309 5,499 

Sep 2025 +0.9 201 B 2002 68 3.790 

Total 21X08 112958 

M POTATOES UFFE (20 tonnes; C par tonne) 
Mar 82X1 -5.0 

Apr 980 -11.0 107.0 98.0 103 1.069 

May 108.0 -11.0 117.0 117.0 10 77 

Jbi 1180 -110 

Hoe 5GX) 3 

Total 132 1,1S8 

H FBBOHT (BIFPEX) UFFE (SlOrinOex poM) 


Mar 3030 -1.3 3042 3016 2274 22266 

May 306.5 -1.6 308.0 3085 BOB 8XW6 

Aog 3085 -13 3102 3079 116 5X120 

Oct 3042 -19 306 1 303 9 71 4)636 

Dec 305 3 -1.4 306 X) 305.0 24 215 

Trial 3^06 181,122 


H SUGAR *11' CSCE (IIJ.DOQtos; cemaflbs) 


- 12 02 ll 8114.494 95254 


11.63 -019 1t26 11.62 5,076 33,408 
1128 -820 11 SO 1128 2X08 30.659 


1B50 

1700 

1750 

■ COCOA UFFE 

1025 

1050 

1075 

M BRENT CRUDE 
IPE 

1600 

1650 

1700 


Mar May 


12 

45 

92 

Mar May 


54 

86 

15 

24 

39 

70 

25 

33 

27 

57 

38 

45 

Feb 

Mar 

Feb 

Mar 

11 

- 

56 

- 


1129 -0.15 1144 11.2B 1160 27578 
1120 -015 1134 1120 607 7.096 


1116 -0.15 1126 1121 91 1210 

25,141 156,718 


LONDON SPOT MARKETS 

M CRUDE OtL FOB (per barrel) +or- 



• ‘.Tr.1V. 

V.*. . 

V '.--r-.. 






I v . - 


*&**&**£ 





COTTON NYCE (SO.OOCHbs: cemsfltwl 


67.73 -0.78 6855 87.3017.271 40.498 

69 13 -0 64 69 80 68 71 1876 14.738 

7017 -066 70 85 69 80 1,424 14.695 

7220 -023 7225 72.10 36 1.436 

73 20 -0.10 73.30 73.M 1203 13.7B9 

74.15 -0.13 7420 74XS 50 538 


Dubai SI 3.57-3 67 -0X360 

Brew Blend (dated) SI 52 B- 528 -0.160 

Brent Blend (Feb) $1531-5.83 -0.160 

W.T.I. SI 6.96-6.98 -0.080 

M Ott. PRODUCTS NWE prompt dehoy OF (tom) 


■ HIGH GRADE COPPBt ICOMEX) 



Sen 

nor* 




Open 


change fflgb 

Low 

Vd 

tat 

Jn 

75.00 

-0.40 

7550 

7475 

539 

981 

Frit 

75.70 

-0.50 

7550 

7020 

105 

2.482 

Mar 

7020 

-050 

7085 

75X55 

4.653 35.743 

Apr 

7E75 

-045 

76.60 

76 50 

177 

1576 

May 

7720 

-050 

7725 

7070 

721 

0488 

Jn 

Total 

77.70 

-0 50 

77.75 

77.75 

66 1X95 
7,072 68430 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Priceat Mppted by N M RothsehBd) 


OaWfTroy oz) 


Ctasa 283.10-28320 

Opening 28150-28190 

Morning fix 282.10 173.782 416.718 

Afternoon fix 281.60 173.388 415.782 

Day's High 28325-283.65 

Day's Low 7B120-2S160 

Previous dose 2B12O-28110 
Loco Lrtn Mean QoM Landtag Ratos (V3 USSt 
.1 month > 3.98 6 months 2.94 

2 months 328 12 months 2J84 

3 monlhs 3.97 


C oqutv SFt equfv 


Sett Baft Open 

price ctnoge Hpi Im W M 

JM 14175 -1.75 14325 141.50 8278 18215 

Feb 14450 -1.75 144 75 14325 8.702 21220 

Mar 146.00 -100 146X25 14475 2238 11.700 

Apr T47.50 -2.00 147.50 146.25 1339 6234 

May 14325 -1.75 14935 148X10 932 1663 

Jm 150.75 -1 JO 150.75 149X25 1.963 11.844 

Total 27,509 B2J67 

M NATURAL GAS PE (1XM0 Bass peace patoma) 

FSb 14750 -0300 14950 14.700 200 2.4S5 

Mar 10850 - 10.980 10810 170 1335 

Total 1JB0' 10,485 

■ NATURAL OAS NYMEX (10800 SfflnCto) 


Jaa 

1200 

+10 

>200 

1)50 

19 

656 

Trial 




2085? 80276 

Feb 

1205 

+10 

1195 

1195 

- 

186 

M ORANGE JUICE NYCE (1 S.OOOfas: cents/lbsl 

Mar 

1215 

+5 

1210 

1208 

134 

146 






Apr 

1270 

_ 

1270 

1270 

_ 

444 

Jn 

77.75 

+025 

78 50 

77.25 713 984 

Jul 

1150 

- 

— 

_ 


123 

Mar 

BOW 

+0 30 

81 JO 

8000 3X202 21.396 

Total 





15 

1JM0 

May 

83 65 

+045 

84 40 

8325 1,102 0505 


BMe 

Par 





Jri 

8050 

+020 

87.00 

8620 85 4.062 

BR 

1226 

1228 





Sqp 

8950 

+025 

9000 

9000 366 1,921 








Hw 

92.40 

♦040 

92.90 

92.90 249 1.7B8 

PULP AND 

PAPER 



Trial 




0388 30001 


Premium Gasoline 

Gas Oil 

Heavy Fuel On 

Naphtha 

J « fuel 

Diesel 


$172-174 

$145-147 

$75-77 

$156-153 

$168-168 

$152-154 


NATURAL GAS (Pan e aftherm) 


173.782 416.718 
173.388 415.782 


price change Hgh Low 

2.145 -0X137 2.190 1130 


1130 -0.036 1168 1120 
1100-0.020 1120 2X190 


1105 -0013 2110 2090 
2110 -OXJIO 2120 1100 


2120 -0X105 2125 1105 


Open 
Voi tat 
23.027 41021 
5X307 26.849 
2897 13646 
1360 9X388 
1151 9X313 
639 10.186 
38^48 181 MB 


n PULPEX OMLX (US8; 24 air thy wn3) 

Salt DaY* 0pm 

pries change Wgb low Vai tat 

Mar 508.00 -5-00 51200 50715 SS 324 
Jm 526.00 -8 00 S2SL2S 52500 39 283 
Total 129 610 


VOLUME DATA 

Open an ares! and Volume data shown for 
contracts traded on COMBC. NYMEX. CBT. 
NYCE. CME. CSCE and IPE Crude 04 are 
one day n arrears Volume 3 Open Interest 
totals are for all traded months. 


FUTURES DATA 

AH Mums dot a adapted by CMS. 


S8*er Rx 
Spot 
3 months 
8 months 
1 year 
Gold Grins 

Krugerrand 

Maple Leaf 
New Sovereign 


■ UNLEADED GASOLINE 

WVMBt (41000 US gate; cAtSgattU 


prtroy obl 
375.75 
376.40 
375.55 
374,90 
$ price 
281.5O-2B4.50 


US cts equiv. 
609.50 
606.00 
W3.35 
597.05 
£ equiv, 
173-175 


Latest Day's Opes 

price change Mgh Law Yol tat 

5145 +0.10 5245 51X55 13.515 38179 
53X0 +122 5300 51.85 4,403 15527 
55 55 +0.12 55.55 54.60 1^46 14^18 
55.45 -0.08 55jS0 5490 959 10.752 

5130 +0.07 S.30 55.00 467 7.723 

5500 +027 55.00 5450 544 6.905 

21^00 10330 


Minor metals from Metri Buiaui 
European tree market £ per lb to ware- 
house. unless atterwtae stated (changes in 
brackets). Antimony; 99.65%. S per tome, 
i ,540-1.610. BkmwttK mn. 99.99%, tonne 
toB 3.00-335. Cedmnrm; nwi 99.95%. 
cents a pound, 30.0CMO00. Cobelt: MB 
free market min. 99.8%. 25.00-25.60: mto. 
99.3%, 17.90-18.40 (17.70-18.4(9. Mer- 
cory: rrtn. 99H895. S p« flask- 140-150. 
Molybdenum: drummed molybcflc oxide. 
3X3Q-3.95. Sehmkint mm 993%. 2.00- 
3.00. Ttmorian ow s&tdatd mm. 65%. S 
per tonne u»l CIF. 40-52. vanadium: min. 
9896. OF. 5-50-5.80 Uranium: Nue*eo 


INDICES 

M ftoutors (Bnae: 18/8/31 « 100) 
Jan T Jan 6 month ago 
1733 4 1748 2 1797.0 

H CRB Futures (Base: 1967 = 1 QQ) 

Jan 6 Jan 5 month ago 
226.42 227.78 

M GSCI Spot (Bjse: 1970 = 100) 
Jan S Jon S month ago 


year ago 

1890X1 


ynor ago 
228.86 


LISE WAR&HOUSB STOCKS (temei) 


Ahanlrwn 

-1.150 

to 

623.100 

Afcannun anoy 

-120 

10 

42.780 

Copper 

+ 1.050 

10 

340.950 

Lead 

-100 

ID 

111.325 

McKd 

-348 

to 

68.308 

zme 

+350 

(a 

491.075 

Tin 

-25 

to 

13.016 


Bad on (Jan) 14.70-14.60 -0 30 

Potrotaum Argua. Tri. London (0)711 359 8J9? 

■ OTHER 

Gold (per tray 04* 

3283.35 

♦ 1.50 

Silver {per troy oztf 

60000c 

-10.00 

Platinum (per tray oz.) 

3358.00 

-6 XX) 

Patadium (par troy oz.) 

520325 

*225 

Copper 

B2.0c 


Lead (IJS prod.) 

45.00c 


Tin (Kuala Lumpur) 

20 . 61 r 


Tin (Now York) 

252^ 

-3.0 

Cattle (Ttve weight) 

3n2<3p 

-0.7V 

Sheep (Bre weight) 

67.67p 

♦1.98* 

Pigs (flve wetghljt 

68.37p 

-3.23- 

Lon. day sugar (raw) 

S289^0 

-2.00 

Lon. day suga (wte) 

S300XJ0 

+2.00 

Bartay (Eng. feed) 

Unq 


Maize (US Na3 Yeflow) 

2109.00 


Wheat (US Dark North) 

Unq 


Rubber (Decjf 

54 SOp 


Rubber (Jan 

54.50p 


Rubber (KLRSSNol) 

277.51 

+3.00 

Coconut O* (PhH)§ 

665 .Oy 

-20.0 

Patm 04 (Matsy )§ 

555.0 

-S0.0 

Copra (PM)§ 

S3B0.0y 

-5.0 

Soyabeans (US) 

183.5 


Cotton Outtod.-A 1 index 

73.10c 


Woottops (64s Super) 

389p 



ACROSS 

1 Minor railway for troops (6) 

5 The bulk of the Christmas 
post (.6) 

9 The general run of ath- 
letes? (.4-4) 

10 Aim to show opposition (6) 

12 Start with audience being 
given unreserved welcome 
MJ5> 

13, 14 Coming to grief on the 
way to California? (5,4) 

16 Head of college has five put 
in quiet sleeping quarters 
i.7) 

19 A winter blanket for Ben? 
(7) 

21, 24 Ignoring lead parts, he 
has offer - role in soap 
opera (4.5) 

25 Judges, perhaps, who may 
hold the high honours (9) 

27 Press. 1 see, reported using 
sarcasm (6) 

28 Familiarise Bill with what’s 
old-fashioned (8) 

29 Basinger meets Yoko in her 
typical outfit 16) 

30 Bring down hot 24 when 
cooked (8) 


6 Uncertain with regard to 
meaningful relationships? 
(9) 

7 One owed money having 
inaccurate record about it 
( 8 ) 

8 Go into action, having 
descended on one set of 
supporters (6; 

11. 26 Does he put out some 
Gulf states? (4^> 

15 Trip, sustaining a minor 
break (9) 

17 To some extent, quizmaster 
is known as a minor star 
( 8 ) 

18 Is this boring old furniture? 

(8) 

20 See 3 

21 Desperately care about a 
man in pain (7) 

22 One supporting Liberal 
party shows special energy 
f6) 

23 Dodgy set - twice as fly! ® 

26 Seell 

Solution 9,574 




x 

7.:? • 
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t p er lam a umam whonrea man ppoAceVg ccn«4> 
r riifljj/l* m uatajiaan ctnsrig y Janffplj. * Jan. 

^ *•««*»£ 9 Baton matot 
Oxo. Change on m«L tBznd on 3XH5 had of pgi 


DOWN 

1 Don’t show hesitation at 
the end of blooming Hood! 
(6) 

2 Still very cold . . . : (6) 

3, 20 — in this situation, 
moving to 26 is inevitable 

(5.4) 

4 TEQ the tale of typical elec- 
tion drama (7) 
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Wall Street and HK falls unnerve UK shares 


FTSE ASf-Sharo Index 


I 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Ecfitor 


Fresh weakness in some Asian 
markets combined with worrying 
falls on Wall Street finally 
brought an end to the six-day run 
of winning performances by UK 
equities. 

The weakness in the leaders 
did not. however, carry over in to 
the second tier and smaller capi- 
talised stocks, which continued 
to make progress on the back of 
the recent burst of strength in 
gilts and the continuing mix of 
takeover speculation and talk of 
special dividends and share buy- 


backs. That mixture was particu- 
larly evident in the utilities 
stocks, which offer investors the 
additional bonus of perceived 
defensive qualities in turbulent 
marke ts. 

The FTSE 100. which had risen 
253.5 points or 5 per cent, during 
the previous six sessions, ended 
40.3 easier at 5.224.1. 

The FTSE 250. on the other 
other hand, finished the day up 
10.2 at 4,869.1. not far below its 
session-high of 4,870.6. while the 
FTSE Small Cap added a further 
3.1 at 2^38.4. 

Sentiment in the leaders was 
also dented by a stronger than 
expected December survey of the 
services sector, which was seen 


by some market observers as 
increasing the chances of a rise 
in UK interest rates after the 
meeting of the monetary policy 
committee. 

It met yesterday and meets 
again this morning with its deci- 
sion an interest rates to be made 
known at midday. Dealers said 
the market did not expect a rise 
in UK rates but refused to rule 
out such a move. 

London was under pressure 
from the outset, unnerved by the 
72-point fall in the Dow Jones 
industrial Average on Tuesday. 
That slide reflected increasing 
unease In the US aver the situa- 
tion in Asian markets and its 
possible impact on corporate 


earnings for US companies, 
especially the banks, whose 
shares have attracted periodic 
selling pressure in recent 
weeks. 

The marked weakness of the 
Hong Kang stock market, which 
fell almost 6 per cent, and the 
Singapore exchange, down 
almost 5 per cent, increased the 
pressure on UK stocks, with the 
FTSE 100 hitting a session-low of 
5,229.0. down 35.4, not long after 
Hn» opening.. 

A m id-morning rally took the 
FTSE 100 briefly back into posi- 
tive territory, but It quickly Ml 
back again as further sellers 
moved in, especially after a near 
three-flgure decline on the Dow 


just before the London close. 

Not surprisingly, the Hong 
Kong-sensitive stocks bore the 
brunt of the selling pressure, 
with Standard Chartered and 
HSBC both posting losses in 
excess of 4 per cent. 

And it was the Asian turmoil, 
which has led to a decline in 
demand in the region, that was 
cited as being b ehind the steep 
declines in the FTSE 100's two 
mining and metal companies. 
Shares in Rio Tinto and Bfflrton. 
both of which are burdened by 
depressed metal prices, showed 
hefty losses. 

Turnover in equities held up 
well, eventually reaching 945m 
shares by 6pm. 


2.400 , ~--\ - 




mmmrnm 

2 JWB- V 


, . ,, .i-2- 1 W 7 . :*b; { ■ 

_SMS9K HunTEbpto - V- V.’.-.; ‘-V. . 



ImHceta and ratios 


FTSE 100 5224.1 -40,3 

FTSE 250 4889.1 +10.2 

FTSE 350 2512.1 -14.8 

FTSE Afl -Share 2451.46 -13.28 

FTSE AB-Shans yield 3.16 3.15 


FT 30 3359,8 

FTSE Non-Fins pAs. 20.43 
FTSE 100 Fut Mar ;^26t.O 
10 yr GUI yield: 6.17 

Long gflt/equky yld ratio 1 J96 


3358.8 ; -31‘5 
20-43. : 2051 
5261.0. * ,-S5.0 
6.17 6.16 

to -1-96, • 1,98 


Best perf orming 

1 Tobacco 

2 Water — 


3 

AJajhoBc Beverages — 

+D-8 

4 

5 

Diversifted Irtda 

Consumer Goods 

.+0^3 


Worst performing sectors' 1 

1 Extractive bide -A a 

2 En gi ne eri ng: Vehicles _i.a 

3 Bank* Retafl — — ___-1.5 

4 . Leisure & Hotels : -14 

6 Tefecommunicatioas 1 »-1J 


Asda woos 
the fund 
managers 


By Joel Kibazo, Peter John, 
Martin Brice and Penelope 
Clayton 


Food retailer Asda Group 
moved to the top of the 
FTSE 100 best performer's 
list as the group held a 
series of presentations for 
institutions. 

Word coming from the 
meetings is that Christmas 
trading at Asda was well 
ahead of expectations. The 
reports helped the shares 
buck the poor market trend 
and they closed 6 1 /. or 3.48 
per cent up at 185V«p. 

Rumours that merger dis- 
cussions with Safeway may 
be resumed in February also 
did the rounds. However, 
Panmure Gordon, one of 
Safeway’s two brokers, is 
cautious on the sector and 
yesterday issued a note 
urging clients to take profits. 

Philip Dorgan at Panmure 
said: “The sector is not yet 
discounting the possibility of 
a merger between Asda and 
Safeway and the trading 
environment will be tougher 
this year than ' it was in 
1997 ." ‘ 

Safeway firmed 3 1 /* to 
345 , '2p, but in the rest of the 
sector. J Sainsbury fell 10 to 
504p while Tesco ceded a 
penny to 512 Vip. Panmure 
Gordon suggests both have 
moved too far ahead. 

Rexam crumpled 16 to 
275p as the paper and pack- 


aging company came in for 
some critical scrutiny from 
Merrill Lynch. The broker 
has removed Its positive 
recommendation on tbe 
stock and cut its current- 
year profit forecast by £15m 
to £205m, the lower end of 
the range of es tima tes. 

Merrill says sales growth 
remains negligible. It adds 
that the company, which has 
a big overseas exposure, is 
operating in a climate of 
continuing price deflation, a 
slowdown in global growth 
and an average exchange 
rate of $1.64 to the pound 
against $1.60 previously. 

Hints that Barclays is 
about to get out its cheque 
book again now the disposal 
of its BZW securities arm is 
practically done and dusted 
boosted the shares. 

Analysts said the high 
street b ank proposed last 
year to return up to £700m to 
shareholders and had so Car 
only bought back £350m 
worth of shares. That left 
the prospect of a further 
£350m plus another £700m 
for the current year. 

Furthermore, Barclays is 
believed to be keen to raise 
its profile with a big acquisi- 
tion. possibly of one of the 
big mutually owned building 
societies, and the prospect of 
a tie-up with Nationwide 
was being aired yesterday. 

Finally, Merrill Lynch has 
been pointing out to clients 
the valuation imbalance 
between Barclays and Nat- 
West. It says Barclays is 
trading at an unjustified 10 
per cent discount to Nat- 
West The shares rose 34 to 
£17.05. NatWest fell 30 to 
£10.55. 

Intense bid speculation in 


food producer Booker saw 
the shares jump 20 to SSSVkp 
- accompanied by news that 
PDFM, one of the biggest 
investors in the group, had 
raised its bolding from 24.1 
per cent to 24.9 per cent 

A two-way pull in Barton 
Gronp. which published a 
good trading update on 
Tuesday, brought volume of 
24m - the heaviest trade in 
the FTSE 250. The shares 
rose to i43'/,p. 

International drinks group 
Diageo was also a busy 
trade. Volume of 2&n made 
it the heaviest traded Footsie 
constituent. The shares rose 
7*4 to 573p. 

Rio Tinto, the mining 
giant, fell 37 to 736p. 
reflecting pressure from 
sharp drops in Aslan mar- 
kets and base metal price 
concerns. Billiton, the other 
metals and mining group in 
the FTSE 100, was similarly 
weak, closing 7V, off at I57p. 


Water and electricity 
stocks were among the best 
performers yesterday as they 
responded to the strength in 
bond markets. United Utili- 
ties rose 19 to 836p, Anglian 
9 to 863p and National Grid, 
which has seen buying 
ahead of going ex its special 
45p dividend on Monday, 9 to 
313p. 

The latest sell-off in Hong 
Kong saw HSBC, which is a 
very big component of the 
Hang Seng index, slide 89 to 
£1433 while Standard Char- 
tered fell 27/t to 629Vip and 
Cable & Wireless shed 15 to 
535p. 

Oil prices continued under 
pressure but BP, badly 
mauled on Tuesday because 
of downgrades and the com- 
pany's heavy exposure to 
upstream vagaries, bounced 
after Morgan Stanley 
decided the sell-off had gone 
too far. 

The US broker raised its 
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NEWS 


If you need to know what’s moving 
UK. European and Asian markets, 
you need AFX NEWS, the real-fime 
English language newswires that give 
the latest international financial and 
corporate news. With the resources of 
owners and partners, FINANCIAL. 
TIMES INFORMATION and 
Agence France-Presse to draw on, 
you know AFX NEWS will always be 
relevant, reliable and right And it’s 
available to you on-line through all 
major market data platforms. 


deliverable across your intranet, 
extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. AFX NEWS has 
reporters across Europe and Asia 
and in other key markets feeding over 
1500 news stories a day direct to your 
system. So, for independent and 
succinct reporting on economic, 
corporate and market news, contact 
AFX NEWS direct or your local 
vendor today. 


rating on the UK oil leader bought in 4.5m shares at 
to “outperform'’ from “neu- 395p a share. 
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tad" and the shares recov- 
ered 13 to 77%). 


LncasVarrty shed 9% to 
209p on fears for the sales of 


Among the exploration new vehicles in Europe fol- 
and production stocks, Nat- lowing a survey in a trade 


West Securities gave a boost publication that pointed to 


to Lasmo and Enterprise. 


NatWest points out that in 1998. 


growth of only Li per cent 
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arguing that both deserve 10 514 to 139p after a positive 
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per cent outperformance trading statement 
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Rockwell is pioneering 
GPS-based air traffic 
management systems for 
passengers’ safety, efficiency 
and convenience. 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Thursday January 8 1998 


Asia effect continues to cast gloomy spell 


EMERGING MARKET FOCUS 


WORLD OVERVIEW 


Kalian equities 


Asia's Financial problems 
were once again at the fore- 
front of activity in world 
stock markets yesterday, as 
the region's currencies took 
another turn for the worse. 
writes Philip Coggcm. 

Indonesia’s draft budget 
for 1998-99, which failed to 
meet IMF guidelines in some 
areas, sapped investors' con- 
fidence. 

And renewed fears that 
China might be forced to 
devalue the yuan in 
response to the massive falls 
in neighbouring currencies, 
weighed on the Hong Kong 
market, with the Hang Seng 
index dropping 5.9 per cent 


Mlbtsi General 
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and double digit falls in the 
China-related red chip and H 
share indices. 

The European and US 
markets continued to be 
caught between the adverse 
effect of the Asian crisis on 


corporate earnings and the 
beneficial effect on inflation 
and thus bond yields. The 
strength of equity markets is 
not easily squared with the 
apparent message of the 
bond markets. 


“The US yield curve is 
now flat between three 
months and 30 years, an 
occurrence normally associ- 
ated with an economy on the 
brink of recession. 

“Indeed, yield curves 
everywhere have flattened, 
signalling a major slowdown 
in global activity." pointed 
out the economics team at 
Schroders. 

Tim O'Dell, international 
strategist at UBS. says the 
group has favoured bonds 
over stocks for several 
months now, and has not 
changed its position. He says 
the market has still to come 
fully to terms with the slow- 
down in US corporate earn- 
ings growth this year. 


Another Asian-related 
profits warning from a tech- 
nology stock in the US - In 
this case. Atmel, a chip- 
maker - did not help senti- 
ment on Wall Street, where 
the Dow Jones Industrial 
Average quickly headed 
lower. There were also prof- 
its warnings from Rainforest 
Cafe and Teledata Communi- 
cations. 

Edmond Warner, global 
strategist at NatWest Mar- 
kets. said: "American equi- 
ties are vulnerable to assault 
from a variety of fronts. 
Their valuations are such 
that it would take very little 
to under min e them at pres- 
ent." 

Europe's markets were 


mixed in the face of Wall 
Street’s weakness, with indi- 
ces in Frankfort and Paris 
both recording losses. But 
the Italian and Irish mar- 
kets, which are both expec- 
ted to benefit later, in the 
year as their short-term 
rates are cut as part of the 
single currency process, set 
all-time highs. 

Paul Burke, at Davy stock- 
brokers in Dublin, said that 
in addition to continuing 
strong demand for financial 
stocks, investors were also 
turning their attention to 
companies such as CRH, 
with exposure to the Irish 
economy. 
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Finance and 
tech stocks 
hurt Dow 


Paris banks under pressure 


AMERICAS 


US stocks stayed weak as 
Asian concerns helped put 
financial and technology 
stocks under pressure, icrites 
John Labate in New York. 

By I2.3Gpm the Dow Jones 
Industrial Average had lost 
105.62 or 1,3 per cent at 
7,300.63. The Standard & 
Poor's 500 index was off 11.83 
or 1.2 per cent at 954.75. 

Weaker still were technol- 
ogy shares, which sent the 
Nasdaq composite index 
down 27.50. a decline of 1.7 
per cent, to 1.552.64. 

"The cloud of the Pacific 
Rim is sitting over the mar- 
ket, so it’s hard for people to 
have any conviction.” said 
Michael Clark, bead of listed 
trading at Credit Suisse First 
Boston in New York. 

Shares in Exxon rose $V* 
to $59A while Chevron 
gained $% at $74ft. The only 
other Dow stock to avoid 
losses was Philip Morris, 
which was $£ higher at 
$45 tS. Among losers. DuPont 
came off $2'A at $66%, while 
Travelers Group was 
another steep faller, down 
$l*J at $5i s /i. 

Tech stocks came under 
pressure following a profits 
warning from chip maker 
Atmel. The company’s 
shares plunged more than 17 
per cent or $3« to $16A. 

Atmel’s warning sent the 
chip sector lower, with the 
Philadelphia Stock 
Exchange's semiconductor 
index falling more than 3.S 


per cent at 260.72. A Lehman 
Brothers downgrade for 
National Semiconductor sent 
its shares down $1 to $2315- 

Software producers were 
weaker as well. Oracle tum- 
bled more than 6 per cent to 
$21'/; and Microsoft lost $2 7 /i 
at $128'/«. Apple Computer, 
which on Tuesday rose by 
nearly 20 per cent, fell back 
by more than 6 per cent to 
$17*/,. 

Banking stocks weakened 
for a second day running as 
bond prices took a tumble. 
Citicorp -lost $4£ at $11843 
and BankAmerica fell 
another S3 to $6614. 

By early afternoon the 30- 
year Treasury bond had lost 
% at 105, lifting the yield to 
5.771 per cent 

TORONTO moved lower as 
the Canadian dollar weak- 
ened and money rates hard- 
ened. The heavyweight 
banks lost ground heavily 
and at noon the 300 compos- 
ite index was sitting on 
losses of 53.46 at 6,602.80. 

Interest rate concerns cut 
a swathe through the bank- 
ing sector. Royal Bank of 
Canada retreated 30 cents to 
C$78.40 and Bank of Mon- 
treal lost 70 cents at C$63.45. 

Golds improved, with Bar- 
rick adding 5 cents at 
C$2425 and Placer Dome 10 
cents at C$16.55. And news 
of Petro-Canada's joint ven- 
ture plans with Ultramar 
Diamond Shamrock put 
some life into the energy sec- 
tor. Petro-Canada gained 75 
cents to C$2415. 


Shares in PARIS gave up 
early gains as worries about 
Asian exposure sent the big 
banks steeply lower. BNP 
and Soctetg Generate both 
tumbled almost 7 per cent 
and at the close the C-AC- 40 
index was off 31.00 at 
3.006.73. 

The dollar continued to 
make steady headway in the 
foreign exchanges and mar- 
ket heavyweight France 
Telecom bounced on upbeat 
mobile phone subscriber fig- 
ures. But it was bank sector 
weakness, plus a dull open- 
ing on Wall Street, that dom- 
inated sentiment 

Lending at BNP, SocGen 
and Paribas is heavily 
exposed to Asia. The former 
shed FFr22.90 to FFr306.10, 
SocGen lost FFr59 to FFr790 
and Paribas FFr28 to FFr529. 
Oil price concerns kept up 
the selling pressure on Total 
and Elf-Aquitaine, which fell 
FFr20 to FFr618 and FFr17 to 
FFr646 respectively. 

France Telecom provided 
the healthiest contrast, ris- 
ing FFr n.90 or 5.5 per cent 
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Sao Paulo’s fall continues 


Leading Latin American 
centres backtracked. 

SAO PAULO picked up 
where it left off on Tuesday, 
losing 2.S per cent on the 
Bovespa index at midsession 
to extend the previous day's 
near 4 per cent shakeout. 

By early afternoon the 
Bovespa index was 286 lower 
at 9 j 399. Telebras lost 3.1 per 
cent at RS122.60. 

MEXICO CITY was 128.82 


or 2.6 per cent off at 4.904.58 
on the IPC index at midses- 
sion. Leading media stocks 
were a feature, with Televisa 
shedding 4.00 pesos to 149.00 
pesos on executive defection 
woes. 

SANTIAGO fell as the 
local peso lost grounds at 
the hands of the dollar. 

The IPSA index was 2JZ2 or 
12 per cent lower at 97.36 at 
midsession. 


Golds down again in S Africa 


Gold shares in Johannes- 
burg slid again, dragging 
the broad market with them 
in wbat dealers called 
another low volume session. 
The all share index ended 
Off 81.0 at 6,073.9. 


Industrials eased 92.9 to 
7,269.1, but golds were the 
main feature, dipping 17.8 
to 731.3 on bullion weakness 
and extending this week's 
fall for the index to more 
than 8 per cent 


to FFr229, 9o after December 
figures lifted the group's 
mobile subscriber base to 
more than 3m. 

FRANKFURT also fell prey 
to Wall Street's influence, 
dipping into negative terri- 
tory late in tbe session and 
leaving the Xetra Dax index 
to close 20.07 weaker at 
4.339.98. 

Dresdner Bank turned 
back from a high of DM91.30 
to close DM1 .35 better on the 
day at DM88.65 after the 
group denied rumours that it 
planned a joint press confer- 
ence with Allianz, which 
was DM11.30 up at DM5CO. 

Deutsche Telekom finished 
DM1.16 lower at DM31.61, 
under pressure from Inves- 
tors who had been disap- 
pointed by the company's 
approach to the liberalisa- 
tion of the market. 

AMSTERDAM traded nar- 
rowly, with the AEX index 
ending 1.79 better at 932.07. 
Options-related business 


lifted ING FI 1.70 to FI 93.50 
and boosted volume to 10.4m 
shares. Copier group Oce 
rose 40 cents to FI 221 ahead 
of tomorrow's results state- 
ment 

Disappointing traffic fig- 
ures for December left KLM 
FI 1.40 lower at FI 75.60. 
Hagemeyer tumbled FI 5.30 
or 6.1 per cent to FI SI on 
rumours, that big share- 
holder First Pacific of the 
US, was preparing to puts its 
near 40 per cent stake up for 
sale. 

MILAN extended its 
advance into uncharted ter- 
ritory as dealers returned 
from Tuesday's Epiphany 
holiday, although there was 
some profit-taking towards 
the close. 

The Mlbtel index finished 
77 higher at 17,839 for an 
eighth consecutive record 
close. 

Analysts said the market 
was being lifted by an esti- 
mated $50bn flowing from 
maturing government bond 
issues into Institutional 
accounts, particularly equity 
mutual funds. 

“Mutual fund flows are 
generally strong in January, 
but this year they have been 
particularly buoyant.” said 
Neil Crowder at Goldman 
Sachs. 

Investors continued to 
focus on financial stocks, 
which have been buoyed by 
hopes of sector restructur- , 
ing. Merchant bank EMI, 
seen as a target for San 
Paolo di Torino, - gained 
LI ,380 to L24.250. while San 
Paolo was L394 higher at 
L 18.757. 

Credito Italiano was L281 
better at L6.295 and Banca 
Intesa advanced L406 to 
L8.100. Generali gained 
Ll.WO to L48.768 in spite of a 
Salomon Smith Barney 
recommendation that fair 
value was only L40.000. 

Elsewhere. Telecom Italia 
rose L361 to Lll.900 alter a 
newspaper report said Elec- 
trolux Zanussi chairman 
Gianmario Rossignolo could 
be appointed chairman next 
week. 


HELSINKI was bolstered 
by gains at Nokia, the 
heavyweight technology 
stock, which rose FM8.60 to 
FM420 on news of its 
FM2.Ibn deal with Orange to 
expand the UK mobile phone 
group's GSM network. Local 
broker AG Securities said 
the stock could hit FM450 in 
the near term. 

The news helped turn 
round the market's early 
losses and the general index 
ended 21.67 higher at 
3.463.25. 

ZURICH finished higher 
after after a humpy ride, 
with the SMI index 14.3 
ahead at 6,390.0. The market 
was defended by dollar earn- 
ers with Novartis recovering 
after Tuesday’s fall to finish 
up SFr29 at SFr2.406. 

Cyclical s got off less 


lightly as Asia worries and 
concern over the direction of 
the European economy sent 
ABB, the engmeeringgroup, 
down SFr65 at SFr 1,822 and 
Holderbank SFr64 lower to 
SFrllBO. A SFr3 rise in Zur- 
ich Insurance to SFr699 was 
attributed partially to a 
renegotiation of the terms of 
its $2 00m deal with Pere- 
grine Investments In Hong 
Kong. 

BUDAPEST swung back 
into action in strong form, 
lifting the BUX index by 
348.84 or 4.4 per cent to 
8,347.94 in good volume. The 
market has not traded since 
December 30 so there was a 
certain amount of pent-up 
demand following recent 
broker upgrades. 

BRUSSELS saw action in 
the retail sector on news 
that France's Pro modes 
would take a 27.5 per cent 
stake in GIB's GB supermar- 
ket chain. Quick Restaurant 
jumped BFrSO to BFrl.420 on 
expectations that Promodes 
would push GIB towards 
selling the fast food chain. 
Cobepa, the holding com- 
pany that was GEB’s leading 
shareholder, shot up BFr4Q 
to BFrl.750. 

The broad market was vir- 
tually flat with the Bel-20 
index down 9.45 at 2,515.55. 


Written and edited by Michael 
Morgan, Jeffrey Brown. Jona- 
than Ford, Nicholas MHter and 
Melanie Senior. 


Hong Kong, caught up in 
the regional maelstrom, ' 
has made a bad start to the 
year with the Hang Seng 
index falling. U per cent in. 
the last three sessions. 

Activity over the last 
week brought back memo- 
ries of October, when Spec- 
ulators launched an a t tac k 
on the Hang Kong dollar. - 
the region's last fully con- 
vertible currency to retain 
its fixed link to the US dol- 
lar. That precipitated a 
downward spiral on the 
local stock exchange, 
which touched off tremors 
across world markets. 

“I don't think sentiment 
has improved at all from 
October to now. The doom 
and gloom is still very 
much around,” says Steven 
Thompson, head of 
research at Nikko Research 
Centre (Hong Kong). 

The downturn is expec- 
ted to continue throughout 
the first quarter. As well as 
the knock-on effect from 
the the region’s slumping 
markets, investors have 
more localised concerns of 
further attacks on the cur- 
rency and a slowing econ- 
omy. 

Attacks on the currency 
precipitate defensive rises 
In interbank interest rates; 
higher interest rates in 

tum moan reduced mar gins 
for b anks , in October, the 
prime lending rate was 
lifted 75 basis points to 9.50 
per cent 

A deceleration in eco- 
nomic growth to as little as 
2.5 per cent is being pre- 
dicted by economists for 
this year, compared with 
| around 5.5 per cent for last 
year, largely due to the 
regional financial turmoiL 

The other bleak mark on 
the horizon is the property 
sector, which accounts for 
around 40 per cent of the 
value of the stock market 
Prices have fallen in 
response to the new gov- 
ernment's policy of increas- 
ing supply by 85,000 new 
units a year. 

Concerns about the sec- 
tor have been reflected in 
the counters' share prices. 
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Singapore dips on currency woes 



ASIA PACIFIC 


Singapore 


Further heavy selling of 
companies thought to have 
big exposure to US dollar 
debt left SINGAPORE almost 
5 per cent lighter as the local 
currency fell to its lowest 
level since 1991. 

The Straits Times Industri- 
als index lost 71.06 to 
1.368.06. 

Property group Parkway 
fell nearly 21 per cent to fin- 
ish at S$2.40, because of con- 
cern over its dollar debt and 
rising interest rates. 

TOKYO rallied modestly, 
climbing gingerly back 
above the psychologically 
important 15.000 mark. 
writes Gillian Tea in Tokyo. 
The Nikkei 225 average 
added 131.77 or 0.88 per cent 
at 15.028.17. 

However, the rise was not 
as great as some government 
officials bad hoped when 
they unveiled new measures 
to stabilise the stock mar- 
kets on Tuesday. 

These included tighter 
rules on the "short selling” 
of shares, higher penalties 
for illegal brokerage activi- 
ties. and a threatened clamp- 
do wn on market manipula- 
tion. 

Traders argued that these 


Straits Times index 
2.000 
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measures were unlikely to 
boost market sentiment sig- 
nificantly. particularly since 
confidence remained dogged 
by anxiety about the outlook 
for Japan's economy. 

There is also concern 
among some participants 
that recent yen weakness 
could trigger a broader “sell 
Japan" trend among inves- 
tors. 

Total turnover was an esti- 
mated 337m, slightly lower 
than 346m shares on Tues- 
day. The market high was 
15038.16. while the low was 
14847.65. 

The main losers were pulp, 
paper, mining, construction 


and oil. The main gainers 
were blue chip exporters, 
such as high technology 
stocks and electrical equip- 
ment 

The latter were boosted by 
hopes that the recent yen 
weakness would fupl profits 
in the coming year. Sony 
rose Y400 to Y12.4GQ, Ad van t- 
est Y410 to Y8J530, TDK Y380 
to Y10.300 and Canon Y70 to 
Y3.160. 

Non-banking financial 
groups also rose, as the 
banking sector's problems 
persuaded investors to seek 
stocks that might benefit 
from the impending Big 
Bang reforms. Orix surged 
Y400 to Y 10,000. Credit Sal- 
son Y150 to Y3.320 and 
Nichiei Y200 to Y15.400. 

The Nikkei 300 average 
rose 0.3 per cent to 234.33. 
The broader based Toplx 
index added 0.3 per cent at 
1,163.79. The Osaka stock 
exchange fell 9.25 to 14J&72.15 
on turnover of around lim 
shares. 

SYDNEY Tell steeply as 
Asian concerns and a softer 
day for the Australian dollar 
deflated sentiment. The All 
Ordinaries index ended 38.4 
or 1.4 per cent lower at 
2.646.9 after touching a ses- 
sion low of 2.642.0. 


Financials and resource 
stocks were heavily sold. 
National Australia Bank fell 
58 cents to AS22.00. Westpac 
13 cents to A$10.11 and ANZ 
S cents to A$ 10.31. 

BHP gave up 37 cents at 
A$13.99 while Pasmioco 
traded 7.8m shares to end 6 
cents lower at AS1.58. 

MANILA tumbled 4 per 
cent as the peso continued to 
weaken in the foreign 
exchanges. The composite 
index ended off 73.26 at 
1,747.34. 

Mainland Chinese markets 
felt the backlash of Hong 
Kong's 5.9 per cent plunge. 
SHANGHAI'S bard currency 
B shares lost 6.3 per cent to 
close at their lowest level in 
more than a year. 

The index fell 3.323 to 
49.396, Just above its intra- 
day low of 49.356 seen l ate in 
the session. SHENZHEN’S B 
shares tumbled 4.79 or 5 per 
cent to 91.67. 

JAKARTA lost 2 per cent 
on the view that proposals 
contained in Tuesday's 
annual budget had been 
overtaken by events and in 
the present circumstances j 
was unrealistic and una- 
chievable. 

The composite index 
ended down 8.03 at 394.24. 
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with many posting 12- 
month lows yesterday. The 
other sector that has taken ; 
a big hit is the red chips, or ! 
China-backed companies. 1 
The ' index tracking, their I 
performance fell 10:8 per 
cent yesterday, whileihe H 
share (China enterprises) 
index slumped 12.2 per 
cent. 

Support for the bench- 
mark Hang Seng Index is 
seen at 8,775, the “low 
reached in October. Yester- 
day it closed 596.90 or 5.9 
per cent lower at 9,538.61 
about 43 per cent lower 
than last August's peak. 

The tide will tarn. Mr 
Thompson believes, when a 
few more attempts to break 
the peg are successfuUy 
headed off. 

The numbers are in 
sharp contrast to. the bull- 
ish year-end targets of 
16.000-18,000 and upwards 
cited by brokers before/the 
July 1 handover - a time 
when share prices were rac- 
ing higher, initial public 
offerings were in massive 
demand, and red chips 
were typically trading on 
price earning multiples of 
40 times. 

Now brokers are putting 
the comfort level for the 
main market at 10. times 
1997 earnings, or 9,000 oh 
the Hang Seng index. 
Defensive stocks such as 
utilities and infrastructure 
are expected to be tbe most 
attractive. 
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